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A Hospital Dedicated to the Care of 
INJURED WORKMEN 


Above is a picture of the two main units of the In- 
dustrial Hospital of the Michigan Mutual Liability 
Company of Detroit, located at Jefferson and Campau 
Avenues—one of the finest institutions of its kind in 
America. 


Some 2,300 representative Michigan Industrial con- 
cerns—2,300 employers of American labor—who pro- 
tect their employes by carrying their Workmen’s 
Compensation Insurance with the Michigan Mutual 
Liability Company, are the sponsors of this hospital. 


To those concerns this hospital is not just an or- 
dinary business necessity. It breathes the very spirit 
of the modern attitude of the employer toward the 
men on his payroll. 


This hospital exists today because of the humani- 
tarian spirit of these men toward their employes—a 
real desire to afford their injured employes the finest 
surgical and medical attention, tempered with tender- 
ness, sympathy and individual consideration—to re- 
pair their injuries and restore them to their full earn- 
ing capacity in the shortest possible time, in order 
that they and their families may be spared unneces- 
sary financial loss. 


The hand of mutuality reaches still further — 
through our Social Service Department the families 
of injured men are visited and necessary aid is ren- 
dered during the incapacity of the father and 
husband. 


This is but a glimpse of one phase of the service 
rendered toemployer and employe who are protected by 


WORKMENS’S COMPENSATION 
INSURANCE 


— IN THE — 


MICHIGAN 
LIABILITY 


Resources 
More Than 


a 


MUTUAL 
COMPANY 


Dividends 





$4,000,000.00 


Home Offices, Detroit 


1200 General Necessities Bldg. 
Telephone Cadillac 9761 


President 


Branch Offices 


Grand Rapids, Lansing, Saginaw, Port Huron, 
Flint, Kalamazoo, Pontiac, Jackson, Munising. 


More Than 
$2,700,000.00 


Mutual Hospital, Detroit 
2730 East Jefferson Ave. 
Telephone Edgewood 4240 


Workmen’s Compensation, Automobile, Group Health and Accident and other Casualty Lines 
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Because of the long record of fair loss adjust- 
ments and prompt payments 


Millers 


have a sense of Security in their 


MILL MUTUAL Insurance. 


That same Security is available on good risks 
of all classes. 


Western Millers Mutual Fire Insurance Co Kansas City, Mo. 
Ohio Millers Mutual Insurance Co Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co -Des Moines, Iowa 
Millers Mutual Fire Insurance Co Harrisburg, Pa. 
Millers Mutual Fire Insurance Co Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co....... Indianapolis, Ind. 
Millers National Insurance Co Chicago, IIl. 


Mutual Fire Prevention Bureau 
230 East Ohio Street 
Chicago, Illinois 
(Operated by the Mill Mutuals) 
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“Be Safe Rather Than Sorry” 


Si ae ee 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


Ll fg 


Offices From the Atlantic to the Pacific 


_ Gale & Stone, Boston. Justin Peters, Philadelphia. Se 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. - 
Lumbermens & Manufacturers Insurance Agency, 

James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Insurance Agency, Indianapolis. 
The Martin General Agency, Seattle, Denver, San Francisco. 
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MILWAUKEE’S RIVER FRONT 
During the Mutual Convention, on October Ist to 14th, Boat Trips on 
Lake Michigan will be on the Entertainment Program 





Photo by Murdock. 
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Washington Park In Milwaukee Challenges Any Similar Spot In the Nation for Beauty of Landscaping 


Milwaukee the New Mutual Mecca 


Wisconsin Metropolis to be the Scene of Federation and 
Association Convention in October 


hints of the coming Mutual 

Convention in early fall are 
continually evident. The committee 
is hard at work arranging the pro- 
gram, both for business sessions and 
pleasure jaunts. And those who have 
attended other gatherings of the Mu- 
tual folks well remember that each 
convention city endeavors to outdo 
the previous one. 

Milwaukee is to be no exception to 
the rule. Long known in a more or 
less classic phrase for being ‘‘fam- 
ous,” the Wisconsin metropolis has 
acquired many other charms to take 
the place of departed industries of 
before 1918. 

In fact it has fast become one of 
the best-liked convention centers of 
the country. Its hotels and auditori- 
ums are noted for their ample space 
and equipment to care for a throng 
of any size comfortably and conveni- 
ently. In fact, it was the fine record 


A mid-summer swings into view, 


of this mid-western city for hospi- 
tality and the will to make visitors 
welcome, which decided the Mutual 
Convention in Washington last year 
to come to Milwaukee in 1928. 

Perhaps, prospective delegates will 
be interested at this moment more in 
the city itself as a place of pleasure 
and recreation, than in the program 
of the convention so far as it has been 
completed. As to the latter, those in 
charge of lining up the speakers, and 
discussion subjects can be trusted to 
provide a scedule which will keep 
everybody interested, and profitably 
employed in taking notes for practi- 
cal use in Mutual work when they 
get back home. 

Milwaukee has a fascinating his- 
tory, having sprung from an Indian 
village famed for its climate and 
beautiful scenery which stood on the 
west shore of Lake Michigan near 
the mouths of three rivers. It was 
known as Mahn-auau-kie or “good 


lands.” With the advent of the white 
man into Northwestern territory, the 
village became a thriving trading post. 
From this trading post, which re- 
tained its quaint Indian name, de- 
veloped the present metropolis of 
Milwaukee with a_ population of 
nearly 700,000. The city was incor- 
porated in 1846, and its first mayor 
was Solomon Juneau. 

Although Milwaukee is known as 
one of the leading industrial centers 
of the country—it was ninth in 1927 
—the city still retains the many nat- 
ural attractions that gained it re- 
nown many generations ago. How- 
ever, instead of the scenic wilderness 
of those early days, Milwaukee today 
has many picturesque parks, beauti- 
ful boulevards and attractive homes. 

ofS. 
EADQUARTERS of the Fed- 
H eration will be at the New Pfis- 
ter Hotel and reservations should be 
made through the office of the Amer- 
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ican Mutual Alliance at 180 North 
Michigan Ave, It is urged that these 
arrangements be completed at as 
early a date as possible since only a 
limited number of rooms are avail- 
able. 

Reservations for the Schroeder 
Hotel, which is to be the headquar- 
ters of the Association, should be 
made direct to the hotel. 

The usual certificate plan of secur- 
ing reduced railroad fares will be 
available to delegates as in former 
years. 

Just as an inkling of what is going 
to happen, the advance infomation 
has been given out that the 1928 ban- 
quet will be held on Wednesday 
night of convention week, instead of 
Thursday as has been the rule. 

The golf tournament will be played 
on Monday afternoon and there will 
be general sessions on both Monday 
and Tuesday nights. 

So make your plans now for the 
gathering of the Mutual clans on 
October Ist, 2nd, 3rd and 4th. 


oom 


OCATED on one of the most im- 
portant harbors of the Great 
Lakes, and situated between the in- 
dustrial East and the agricultural 
West, Milwaukee is served by all 
modern methods of transportation 
and is easily accessible from all parts 
of the United States. 

The transportation systems include 
fourteen steamship lines, two car fer- 
ries, three steam railroads, efficient 
electric railways and many bus 
routes. Two of the railroads are 
transcontinental lines that rank with 
the best equipped roads in the coun- 
try. 

Milwaukee is less than a two-hour 
ride from Chicago, and thus it shares 
that city’s advantages. Hourly serv- 
ice is maintained between these two 
cities. 

Hard surfaced highways radiate 
in all directions from Milwaukee and 
connect with important transconti- 
nental routes. Two completely 
equipped air ports efficiently serve 
Milwaukee’s growing needs for air 
transportation. 


In size and importance a metrop- 
olis, Milwaukee yet retains a pleasant 
homelike atmosphere. It is surround- 
ed by a number of thriving suburbs 
that, while distinct in themselves, are 
really a part of the city. Milwaukee 
and its suburbs have miles of quiet 
streets that are lined with attractive 
homes. 


Convention visitors and delegates 
living at the downtown hotels are in 
the heart of the city’s main shopping 
and theater district. 
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IVERSITY is the keynote of 

Milwaukee’s industries and the 
secret of her satisfied labor condition. 
Prosperity always follows a city 
which manufactures a vast variety of 
products and Wisconsin’s metropolis 
is first in more than twenty impor- 
tant lines of manufacturing in the 
United States. 

Iron and steel, leather, heavy ma- 
chinery, steam and water turbines, 
soap, silk hosiery, shoes, boat motors, 
cement and sawmill machinery are a 
few of the leading products of Mil- 
waukee manufacturers. These prod- 
ucts are widely known and are na- 
tionally advertised. In fact, Milwau- 
kee manufacturers are leaders in na- 
tional advertising. 

Many jobbing and wholesale 
houses that ship goods to all parts of 
the world are located in Milwaukee. 

A large amount of business is 
transacted in the local modern de- 
partment stores, In addition to these 
trading centers, there are countless 
specialty shops that feature various 
lines of high-grade merchandise. 

Convention delegates and other 
visitors to Milwaukee are assured an 
enjoyable and pleasant time because 
of the variety and number of avail- 
able amusement places. 

The city has many charming parks 
that cover more than 1,000 acres and 
each one has a special attaction in- 
cluding public band concerts and su- 
pervised public dances. 

At Washington Park there is one 
of the largest zoos in the country. 
Mitchell Park conservatory is re- 
nowned for its beautiful flowers and 
magnificent plants. From the hills of 
Lake and Juneau Parks one may gain 
a fascinating view of Lake Michigan 
and the enchanting Milwaukee. Bay. 

SOD 


O appeal to delegates and visi- 

tors a city must have ample rec- 
reational facilities. In this regard 
Milwaukee stands supreme because 
of its natural location and seasonal 
climate. 

Two of the most alluring sports of 
the summer months are swimming 
and golf. Visitors to Milwaukee will 
find ideal spots to enjoy these sports 
and the Mutual Golf Tournament 
will be played over one of the finest 
country club links in America. The 
city’s situation gives it splendid bath- 
ing beaches on the shore of Lake 
Michigan. Other beaches are located 
on the Milwaukee River. 

Other attractions for delegates and 
visitors will include moonlight boat 
rides on Lake Michigan and auto 
excursions into the beautiful sur- 
rounding country. 


Wisconsin with its thousands of 
sparkling lakes, vast tracts of vir- 
ginal forests and miles of winding 
streams, is becoming one of the most 
popular playgrounds of the nation. 
Milwaukee, the metropolis of this al- 
luring state, is known as the gateway 
to vacation land. 

Within an hour’s ride, from this 
gateway, there are thirty fresh water 
lakes, where one may seek gaiety at 
the amusement parks or peace amid 
the beauties of untouched nature. 
Excellent hard surfaced roads 
through beautiful countrysides lead 
to these lakes. They also may be 
reached by steam railroads, electric 
lines and motor busses from Mil- 
waukee. 

To delegates and visitors who wish 
to take their vacation while attending 
a convention, no city is surpassed by 
Milwaukee in this respect because of 
its opportunities as vacationland’s 


gateway. 
OSD 


In Virginia 

HE State Corporation Com- 

mission has called a hearing 
for September 7th at which time it 
wil begin its investigation of fidel- 
ity and surety rates in the state. 
Companies are requied to show 
cause why the ates on these lines 
should not be reduced. In fact, 
the Commission suspended the 
schedule of rates filed by the surety 
companies a few weeks go through 
the Towner Rating Bureau of New 
York. This regulation comes 
about as a result of a bill passed at 
the last session of the legisature 
designed to protect the Virginia 
public from what was termed ex- 
cessive increases in rates during 
the two years on surety bonds, 
especially with reference to County 
Treasurers and their Deputies. 

sO 


Massachusetts 
Investigation 


OR six months the Massachu- 
setts legislture has considered 
complaints against fire insurance 
rates on property in that common- 


wealth. Frequent and lengthy 
hearings have been conducted. The 
“Standard’ in commenting upon 
the matter said: 

“By far the greater part of the agita- 
tion for the investigation measures was 
of such a prejudiced and unsubstantiated 
nature, unsupported by any facts or evi- 
dence, that no fair-minded committee of 
legislators could in justice’ give it much 
credence or weight. It is to be noted 
that not a single committee which heard 
the evidence presented found any reason 
for favoring an investigation. Every 

(Continued on Page 31) 
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Masonry-Walled Buildings vs. Fire 


Study of Exposure Conditions in this Type of Hazard Having 
Combustible Interior Construction 


UILDINGS of this class consti- 
B tute a majority of the business 
structures in our towns and 
cities. The masonry walls afford 
protection to the building in case of 
fire in neighboring 
buildings, particularly 
with protected wall 
openings, and again 
they decrease the haz- 
ard to the surround- 
ings when the given 
building burns, al- 
though freedom from 
collapse of enclosing 
walls not supported 
on adjacent construc- 
tion cannot be prom- 
ised after the interior 
floor construction has 
fallen. 
The severity of 
fires in buildings of 
this type is of interest 
mainly as it concerns 
exposure to the sur- 
rounding buildings, to 
party and fire walls 
and to protected con- 
tainers located within 
the building, such as 
insulated safes and 
vaults. Previous tests 
made at the Bureau 
of Standards to obtain 
information on the 
severity of building 
fires have simulated 
conditions in build- 
ings having fire resis- 
tive interior as well as 
exterior construction 
that will withstand a 
complete burning-out 
of combustible con- 
tents and trim without 
collapse of major 
structural members, 
such as walls, floors, 
columns and roof. 
Items relative to these 
tests have been given 
previously in this bul- 
letin and the first 
technical paper giving 
the results with office 
and record storage oc- 
cupancies has been published (Pro- 
ceedings 14th Annual Meeting of the 
Building Officials’ Conference, 1928, 
and Quarterly of the National Fire 
Protection Association, Vol. 22, No. 
1, July, 1928). This interprets the 


By S. H. INGBERG 


Printed by Permission of 
Director of United States Bureau 
of Standards 


results of burning-out tests in rooms 
having fire resistive enclosures and 
combustible contents from 13.1 to 
55.4 pounds per square foot of floor 
area (150,000 to 440,000 B. t. u. per 
square foot) assumed uniformly dis- 


tributed, in terms of hours of equiva- 
lent fire exposure in the standard 
furnace test used to rate the fire re- 
sistance of building materials, con- 
structions and devices. 


Just As the Wall 
Fell During a Test 
Made by the U. S. 
Bureau of Standards. 
Photo Was Taken 
36 Minutes After 
Start of Fire 


N case of fires in buildings with 
combustible interior construction 
there is an initial period of fire ex- 
posure before floor and roof con- 
struction collapses, the severity of 
which is measurable by the same 
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means and in the same terms as that 
of fires in fire resistive buildings. Be- 
yond the point of collapse of floors, 
roof, column and wall constructions, 
the air temperatures, except imme- 
diately above the debris, go down to 
points presenting little hazard. The 
temperature in the debris continues, 
however, at higher points for long 
periods and is of interest as it con- 
cerns exposur@to safe, vaults and 
party and fire walls, that may be cov- 
ered, partly covered or in contact 
with it. Temperatures measured in 
the debris from heavy furniture and 
high loaded shelves in the tests pre- 
viously referred to indicated a more 
severe condition than that of the fire 
exposure above it, although the piles 
were not as high as would be ex- 
pected from the collapse of several 
floors of a non-fire resistive building. 
In building fires it is recognized that 
the most severe exposure for insul- 
ated safes and vaults is the prolonged 
heating in the ruins where water is 
not applied. 

The lack of information on what 
the severity of exposure under such 
fire conditions is, led to requests that 
the Bureau include tests with such 
buildings in its work on intensity and 
duration of building fires. This mat- 
ter was of particular interest to the 
Committee on Protection of Records 
of the National Fire Protection Asso- 
ciation as a basis for assigning suit- 
able degrees of protection for records 
in buildings of given heights and 
combustible contents. The oppor- 
tunity for conducting a test of this 
kind presented itself in connection 
with the government building pro- 
gram in Washington that involved 
the razing of buildings on several 
squares. Two adjoining buildings, 
previously housing mercantile occu- 
pancies, one two stories 20 feet wide, 
the other five stories and 30 feet 
wide, both 75 feet long, were placed 
at our disposition through the cour- 
tesy of the Treasury Department. 
These buildings had brick walls and 
open wood-joisted floor and roof 
construction, the floors being of one 
inch boards on 3 inch thick joists. 
Both buildings had open stair and 
elevator shafts, very few partitions, 
and generally presented conditions 
favorable for rapid spread of fire. 

2Os 


HE buildings were loaded with 

waste lumber to give superim- 
posed load of combustibles of 7%, 
15 and 30 pounds per square foot of 
floor area for the front, middle and 
rear 25-foot sections, respectively, of 
all floors of the two buildings. Thir- 
ty-two insulated safes were located 
on the various floors, mostly along 
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the walls. Most of them were do- 
nated by manufacturers and repre- 
sented degrees of fire resistance from 
less than one hour to fully four 
hours of fire resistance as exposed 
in the standard furnace test. Five 
old safes were also included, three of 
which were supplied by the Post Of- 
fice Department. Each safe was 
loaded with paper and in each was 
also placed maximum indicating 
thermometers. In all safes above the 
ground floor was also placed an 
alarm clock fitted with a trigger that 
would stop the clock movement when 
the position of the safe was dis- 
turbed, this being intended to indi- 





THE 
ANNUAL 
CONVENTION 


of the 
AUTOMOTIVE 


and 


CASUALTY 
ASSOCIATIONS 


- Is Being Planned 
FOR MID-OCTOBER 


Exact Date and Place to Be 
Announced Later 











cate the time the safes dropped be- 
cause of collapse of the supporting 
floor. About 50 thermocouples were 
inserted through the outside walls a 
few feet above the different floors 
and a similar number extended from 
hollow posts erected and anchored 
into the concrete floor slab near the 
ground level of both buildings. These 
thermocouples connected with an in- 
strument room 100 feet to the rear 
of the buildings. The rest of the 
buildings in the square as well as in 
the adjoining square on one side had 
been razed at the time of the test, 
the nearest building being approxi- 
mately 200 feet away. To decrease 
the hazard to the surroundings the 
side walls of the higher building were 
trussed together with rods above the 
roof line to delay the collapse of the 
walls, and new sheet steel roofing 
was placed over the old roofing to aid 
in holding down the volume of flame, 
hot gases and brands that might es- 
cape during the height of the fire. At 
a conference held immediately before 
the test with safe manufacturers and 
others interested it was decided to 
continue this test to the point of cool- 





ing down of ruins without the appli- 
cation of water. 

Fires were started at several points 
on the ground floor of both buildings 
at nearly the same time early on the 
morning of June 17, the time being 
chosen to avoid interference with the 
usual activities of the district in 
which the buildings were located. 
The day was clear with little or no 
wind. The fire spread rapidly up 
through the open stair and elevator 
shafts and within ten minutes nearly 
all portions of the two buildings were 
involved. In the course of 15 to 20 
minutes the wooden floor joists be- 
gan to burn through followed by 
falling of safes. The greater number 
of safes fell in the period between 23 
and 38 minutes. When the fire had 
been burning 28 minutes a section of 
the front wall of the larger building 
fell out. Portions of the other walls 
fell at intervals thereafter, until at 
the end of the first hour the greater 
portion of the walls above the first 
story in the small building and above 
the second story in the other building 
had collapsed. When the side walls 
of the 5-story building fell out, the 
falling brick work blanketed the 2- 
story structure and produced a pro- 
longed heat exposure for the buried 
safes. After 1% or 2 hours it could 
be said that the buildings were 
burned down, but in the larger build- 
ing there remained a large mass of 
debris that continued to flame for 
many hours. 

sos 


HE test involved a large amount 

of work in preparation, and ob- 
servation during and after the test. 
A complete report based on a full 
reduction of temperature and other 
data cannot be given at this time. 
However, it can be stated that the 
temperature rise during the initial 
portion of the test was more rapid 
than in the standard furnace test, 
2,000° F obtaining at several points 
within 20 minutes and maximums 
between 2,200 and 2,400° F at a few 
points within 40 minutes. After col- 
lapse of floor and roof construction 
the air temperatures fell rapidly ex- 
cept at points immediately above the 
burning debris. The exposure in the 
ruins was more prolonged although 
less intense. Temperatures high 
enough to be prejudicial to the fire 
safety of the contents of safes ob- 
tained in different portions of the 
ruins for periods from a few hours 
to three days. The severity of the 
exposure to different safes varied 
greatly even in places where the safes 
were within a few feet of each other 
in the ruins. The test should there- 

(Continued on Page 31) 
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Supervised Swimming Pools Seem to be the Answer to One Phase of the Summer Drowning Problem. 


Accident and Health Insurance 


Consideration of This Species of Protection, With Especial Emphasis 
Put On the Non-Concellable Provision In the Policy 


mercial accident and health 

policy as it is sold today indi- 
cates clearly that it does not provide 
complete disability protection. Al- 
though commercial policies rank 
comparatively well from the stand- 
point of indemnity amounts prom- 
ised, they fall short in the matter of 
dependability and (considering bene- 
fits) cost. Perhaps most individuals 
do not wish complete protection as 
we have defined it; apparently they 
do not, because they have responded 
rather slowly to the efforts of under- 
writers offering more liberal policies. 
In recognition of the fact that these 
policies eliminate absolutely (except 
for non-payment of premium) the 
right of the insurer to cancel (a right 
which is the very center and sub- 
stance of the commercial forms) they 
are called “non-cancellable.” They 
contain also other elements widely 
different from those of the commer- 
cial policy, which we shall note pres- 
ently, but the title “non-cancellable” 
describes fairly their most radical de- 
parture from the usual disability 
forms. 


()» rapid summary of the com- 


By C. A. KULP 


Assistant Professor of Insurance 
Wharton School of Commerce and Finance 
University of Pennsylvania 


SECOND SECTION 


Non-cancellable accident and health 
insurance is a newcomer in the field 
of disability underwriting, the first 
policy not making its appearance un- 
til 1915. For reasons that we shall 
discuss presently its growth has been 
slow. Complete figures for 1927 are 
not yet available; in 1926, of a total 
of $136,000,000 accident and health 
insurance premiums written the 
country over, less than $12,000,000 
were for non-cancellable, or less than 
10 percent. Opinion among under- 
writers concerning the desirability 
and future of this form of disability 
insurance is, to say the very least, 
mixed. A number of companies orig- 
inally writing the line have discon- 
tinued it; those continuing have in 
many cases modified their policies in 
the direction of lesser liberality. That 
the line is far from popular with 
most underwriters may be gathered 
from the fact that over $10,250,000 


of the total of 1926 non-cancellable 
premiums were written by four stock 
companies; seventeen companies 
shared the remainder, most of them 
for very small amounts, the latter 
representing for the most part com- 
panies which have discontinued the 
line but which carry on old policies. 
Of the Big Four, Massachusetts 
Protective Association, which writes 
only accident and health insurance, 
stands in point of premium income 
far in advance of its competitors, 
with over $6,000,000 premiums, more 
than twice those of the company in 
second place. In order follow Pacific 
Mutual Life Insurance Company, 
Continental Casualty Company, and 
Connecticut General Life Insurance 
Company, all multi-line underwrit- 
ers,.* 


Non-cancellable disability protec- 
tion made its debut heralded as the 
first true income insurance. Let us 
examine its claim to this title by com- 
paring it with the standards we have 
set up for complete accident and 
health protection. 


1Premium figures by courtesy of A. M. Best & Co, 





DOES NON-CANCELL- 
e ABLE INSURANCE PRO- 
VIDE SUBSTANTIAL INDEM- 
NITY FOR ACTUAL LOSS ?—IT 
DOES. The more liberal coverage 
granted makes imperative, however, 
the application of underwriting rules 
more stringent than for cancellable 
insurance. Not over 75 or 80 percent 
of the income of the applicant may 
be covered (some companies insure 
less), and income is carefully de- 
fined. It excludes, for example, all 
income from interest, dividends, 
rents, and all sources other than the 
occupation of the insured; all dis- 
ability insurance must be considered 
in computing the ratio of insurance 
to earnings. In addition, insurance 
is offered only to persons in occupa- 
tions having the least occupational 
hazard; moral hazard is to a large 
extent kept down by refusing policies 
to actors, barbers, authors, dancers, 
musicians, and to retired men, to 
women, etc. 


True non-cancellable, or income 
insurance is payable in monthly or 
otherwise periodical installments, 
taking the place in every way of the 
income lost through disability. All 
non-cancellable insurance takes this 
principle as its point of departure. 
First, non-cancellable policies uni- 
versally promise to pay designated 
monthly sums during the period of 
total disability. Total disability is de- 
fined variously, depending on the 
company issuing the policy; gener- 
ally speaking, in this respect non- 
cancellable policies grant extremely 


broad coverage. A very liberal defini- - 


tion is that of one company: “Such 
as will result in continuous, necessary 
and total loss of all business time,” 
“business time” being generally rec- 
ognized to refer to the business of 
the assured and not to any business. 
Another definition is that “which 
necessarily, wholly and continuously 
disables him from. the performance 
of any and every kind of duty per- 
taining to his occupation or busi- 
ness.” The least liberal definition, 
which originated in the commercial 
cancellable form, covers “inability to 
engage in any gainful occupation.” 
There is no excuse whatever for such 
a clause. It gives the company the 
chance to contend against a given 
claim that the insured is still able to 
earn in some occupation, menial and 
non-remunerative though it may be; 
it has even been eliminated from 
most cancellable accident and health 
policies. So foreign is such a defini- 
tion to the real nature of income in- 
surance that to call it non-cancellable 
without qualification is unfair to poli- 
cies with the more liberal definitions. 
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In addition to the indemnification of 
total disability as defined, non-can- 
cellable policies sometimes also pay 
for particular kinds of total disability 
as specified in the contract; for ex- 
ample, two companies pay the month- 
ly indemnity sum for the loss of two 
limbs or the sight of two eyes. 
oor 

HE basic principle of income in- 

surance does not include the in- 
demnity of partial disability, but as 
in the case of other additions to the 
basic plan we shall note, competition 
has resulted in the insertion ot partial 
disability indemnities in most poli- 
cies. The best practice is to restrict 





this indemnity to cases of partial dis- 
ability following total, although some 
policies cover all partial disability. 
Specified partial disabilities, as that 
due to the loss of one limb or the 
sight of one eye, are covered also in 
some policies. Partial disability of 
course does not require the company 
to pay the full monthly indemnity, 
the percentages of monthly indem- 
nity ranging in one policy from 25 to 
75 percent. The Specifically named 
partial disabilities listed above carry 
in the policies of two leading com- 
panies percentages of full monthly 
indemnity of 25 and 10 percent re- 
spectively. 

Again, the basic income insurance 
plan would pay the insured for the 
entire period of disability, even 
though it persistfor his remining 
lifetime. The most liberal companies 
promise and pay just that, one of 
them at least with conspicuous suc- 
cess. That is, there is no limit placed 
on either the number of monthly pay- 
ments or on the aggregate amount to 
be received by the insured. Not all 
policies are as liberal as this, how- 











ever; some use the first method of 
restriction, some the second. Com- 
pared with the commercial policies, 
even the less liberal non-cancellable 
policies give very broad coverage, as 
for example, the policies of one com- 
pany, under which the aggregate pay- 
ments may aggregate 100 times the 
monthly indemnity. 


The principal sum, an outstanding 
characteristic of commercial accident 
and health insurance, does not belong 
in a real income protection plan, but 
it has become a part of non-cancell- 
able insurance in practice, neverthe- 
less. The mere sight of a sizable 
lump sum printed in a conspicuous 
place sells a policy, even to the com- 
paratively high caliber of client to 
whom non-cancellable insurance is 
offered, where the most eloquent 
spoken appeal gets hardly a hearing. 
So practically every underwriter of- 
fers a principal sum contract, some- 
times side by side with a straight in- 
come policy, sometimes as the only 
form. The principal or lump sum 
usually is paid only for accidental 
death, but one large company pays 
also for specified total and partial 
disabilities. 

sO 

INALLY, some companies have 

added to their non-cancellable 
policies clauses which pay hospital 
benefits, accumulative benefits (in- 
creasing with the passing of time and 
presumptively the increased earning 
power of the insured), and even 
double indemnity for designated 
travel accidents. The first two of 
these may be considered legitimate 
additions to a contract promising 
substantial indemnity ; the first repre- 
sents loss of the insured in addition 
to loss of current income ; the second 
keeps the indemnity level at a fair 
ratio (roughly at least) of current 
income. Of the last it is enough to 
say that it is a “frill” and is even less 
to be justified in income insurance 
than in commercial accident and 
health insurance, from which it has 
been taken. 

It is apparent that the more liberal 
non-cancellable accident and health 
policies contain the very minimum of 
restrictions on both the number and 
amount of payments. What of the 
definitions they contain of compens- 
able loss? It is here that there are the 
fewest differences between cancell- 
able and non-cancellable disability 
insurance. The “accidental means” 
clause is retained without change, the 
coverage still being of loss due to ac- 
cident. In all policies except those 
paying for accidental death, the “in- 
dependently of all other causes” 
clause is eliminated, and properly so, 


because non-cancellable insurance 
pays equal sums for disability 
whether resulting from accident or 
sickness, so that even if sickness pre- 
ceded accident or vice versa this fact 
has no bearing on the amounts to be 
paid. In policies covering accidental 
death the modifying phrase is re- 
tained, in order to restrict coverage 
to death from accident only, with no 
contributing causes arising out of dis- 
ease. As we have already seen, “total 
disability” is defined as loss of busi- 
ness time or its equivalent, an inter- 
pretation appearing also in the broad- 
est cancellable covers. The differ- 
ences between the commercial and 
newer forms in this respect are slight 
not because non-cancellable policies 
are strictly framed, but because the 
commercial policies are really very 
liberal. 
sO 


DOES NON-CANCELL- 

e ABLE INSURANCE FUR- 
NISH DEPENDABLE PROTEC- 
TION ?—IT DOES. The principal 
objection of the insured seeking de- 
pendable insurance of his disability 


: 
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hazard is that he may never be sure 
that the company will not use its 
right to cancel. Non-cancellable in- 
surance meets this objection by mak- 
ing the contract cancellable only on 
one condition, non-payment of pre- 
mium (the customary grace period 
is also inserted by state law). By this 
revolutionary change the underwrit- 
ers have done more to raise the stand- 
ards of accident and health under- 
writing than by any other before or 
since. Because in order to offer a 
privilege as liberal as this, a number 
of drastic departures in underwriting 
practice were absolutely necessary. 
These departures are: 

(1) Requirement of a severe med- 
ical examination of the applicant, 
which is “in many respects more 
thorough than examinations called 
for in the case of life insurance poli- 
cies.” 

(2) Exclusion from insurance of 
all but risks in the least hazardous 
classifications. The first two depart- 
ures are necessary because of the 
lack as yet of reliable loss experience 
for sickness coverage. 
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(3) Graduating of premium by 
age of entry. Commercial accident 
and health insurance is a one year 
term policy; nevertheless the pre- 
mium charged is either the same for 
all ages, as in accident—only cover- 
age or changes only once (as above 
age 50), in accident and health in- 
surance. Flat premiums for disabil- 
ity insurance are not actuarily cor- 
rect, as it is known that, while the 
rate of accident frequency falls off 
with advancing age, the severity rate 
increases so rapidly as to result in a 
higher loss cost for the later ages. 
That is, premiums are flat, not be- 
cause costs are constant at all ages 
but because they are not yet made 
with actuarial accuracy. On _ the 
other hand, non-cancellable insur- 
ance is a long-term policy, to age 55 
or 60 or in one case, 70. The pre- 
mium for a person insured remains 
the same throughout the continuance 
of the insurance exactly as in life in- 
surance. This is not because the cost 
of carrying the insurance remains 
constant at each age, but because, as 

(Continued on Page 12) 


Structural Steel Workers, Despite Their Hazardous Job, Appear to be the Most Carefree of Workers. 
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Accident and Health 


(Continued from Page 11) 


in life insurance, sufficient surcharge 
over current cost is made in the early 
ages to make up excesses of cost over 
the level premium in the later ages. 
Logically then non-cancellable pre- 
miums are graduated by age of en- 
try; once insured, they are level. 

(4) Graduating of premium accu- 
rately by occupational classification. 
Generally speaking, underwriters 
have found it necessary to graduate 
premiums more finely between the 
various occupations than for com- 
mercial policies. 

These four reasons why the under- 
writers are able to dispense with the 
cancellation clause do not quite ex- 
haust the complete list. Every step 
taken to keep insurance down to a 
safe ratio of earnings, every step to- 
wards reduction of moral hazard 
(which must be more carefully and 
intensively handled than in commer- 
cial underwriting); in sum, every 
step looking toward the legitimate re- 
duction of the cost of adequate cov- 
erage—is vital to the success of non- 
cancellable insurance. This last is 
particularly essential, for no matter 
how well a policy meets the needs of 
prospective insureds, it fails of its 
purpose if its cost is out of their 


reach. 
OS 


IS NON-CANCELLABLE 

INSURANCE MODEST IN 
COST? IT MAY BE, IT MAY 
NOT, depending on the wish of the 
insured. If the insured demands pay- 
ment of all losses, serious and non- 
serious, short disability and long, 
scratch-and-cold cases and diph- 
theria, the cost of his protection is 
high. If he thinks of his policy as 
protection against serious disability 
hazards, it is modest indeed ; so mod- 
est that no man who needs it can 
plead inability to pay for it. The way 
to cut the cost of disability protection 
is to allow the company to insert in 
the policy a waiting period provision. 
The reduction in premium resulting 
will be a revelation. 

What is a waiting period? It is dis- 
tinctly not, as many think, a dodge 
of the insurance company to escape 
liability ; primarily it is a device to 
eliminate the insurance of loss from 
hazards which the insured is able to 
bear himself. From the standpoint 
of the honest insured, there are two 
advantages to be gained by its inser- 
tion in his contract. First, he secures 
a sharp reduction in premium be- 
cause the company no longer has to 
pay for the thousands of losses which 
are small individually but which in 
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bulk are very considerable. On these 
the company (which means the in- 
sured also) eliminates not only the 
loss payments, but the expenses of 
administration and claim adjustment, 
which are out of all proportion to the 
losses themselves. Put in another 
way, a policyholder is foolish to ask 
an insurer to pay all disabilities. Per- 
sons eligible for non-cancellable in- 
come insurance have sufficient other 
reserves to cover short periods of 
disability ; they have income in the 
form of interest on investments or 
rents, they have bank accounts, very 
often (in the case of salaried and 
professional men) their salaries con- 








The 12th ANNUAL 


MEETING 
FEDERATION OF 
MUTUAL FIRE 
INSURANCE 
COMPANIES 


and 


NATIONAL 
ASSOCIATION OF 
MUTUAL INSURANCE 
COMPANIES 


MILWAUKEE, WISC. 
OCT. Ist, 2nd, 3rd, 4th 


HEADQUARTERS 
for the 
FEDERATION 
The New Pfister House 


Make Reservations Through the 
American Mutual Alliance 


for the 


ASSOCIATION 


The Schroeder Hotel 


Make Reservations Direct to the 
Hotel 




















tinue for a time whether they work 
or not. Short disabilities cause so 
small a loss, they are so usual, that 
they are not really accidents at all— 
they represent operating expenses. 
To the extent that man can fix accu- 
rately in advance the sum of operat- 
ing expenses he does not need insur- 
ance, for insurance exists for a single 
purpose: to protect man from the 
effects of unexpected and sizeable 





loss. To the extent that human be- 
ings have certainty, they do not need 
insurance. If they demand it, they 
should reflect that in addition to pay- 
ing to the insurer in the form of pre- 
miums the amount of the losses them- 
selves, they must also pay the costs 
of operating an insurance company, 
which in accident and health insur- 
ance on the average are just as great 
as the losses. 
off 


UT, second, the honest insurer 

has another reason for accept- 
ing the waiting period: protection 
from his fellow insureds who may 
not be as honest as he. Automatically 
the waiting period eliminates the 
small claim, almost automatically the 
dishonest one, Malingering and claim 
exaggeration are of course possible 
under any insurance plan, but the 
waiting period eliminates all but the 
most skilled and persistent practi- 
tioners of these arts. It is possible, 
for example, with the aid of an un- 
scrupulous physician, to create a 
bogus nervous breakdown or serious 
heart weakness, but the chances of 
success are long indeed. Then too the 
waiting period eliminates a species of 
dishonesty which is largely uncon- 
scious but quite common among pol- 
icyholders with contracts paying 
from the beginning of disability. 
Such persons stay home from work 
when they would go if wages were 
totally lost; they stay away from 
work longer after real disability be- 
cause they have little or nothing to 
gain by returning. Against both kinds 
of policyholder dishonesty the wait- 
ing period is the only real protection 
to the honest insured. 

Not all non-cancellable underwrit- 
ers offer waiting period policies, but 
most of them do. The provisions, 
when offered, range from 14 days to 
3 months elimination; they are ex- 
clusively of the straight (non-retro- 
active) variety, that is, under no cir- 
cumstances is payment made for the 
eliminated time, even though the dis- 
ability persist until the end of that 
time. The following table shows the 
effect on premium cost at selected 
ages of the length of waiting period ; 
the figures are for one of the largest 
underwriters : 








FOR EACH $10 MONTHLY INCOME 





Select and Preferred Risks Extra Preferred Risks 
2 mo. mo. 3 mo 2 mo 1 mo 
$2.50 $3.00 $2.55 $3.15 $4.00 
2.55 3.50 2.80 3.40 4.50 
2.80 4.00 3.05 3.65 5.00 
3.30 4.50 3.45 4.15 5.75 
3.80 5.00 3.95 4.85 6.50 
4.40 5.60 4.50 5.60 7.25 
5.30 6.60 5.50 6.65 8.35 
6.70 8. 7.00 8.45 0.45 
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_ Casualty Re-insurance 


Astonishing Growth of this Department of Underwriting Gives Rise 
to Interesting Questions About its Present and Future 


HE rapid growth of the cas- 

ualty business is a familiar phe- 

nomenon. We are informed by 
a competent authority that from 1890 
to 1926, the net premium income 
of casualty companies in the United 
States grew from less than $8,000,- 
000 to more than $800,000,000. 

It may not be so generally known 
that in recent years, the volume of 
reinsurance premiums in the casualty 
field has increased relatively more 
rapidly than has the net premium in- 
come. 

The writer is not aware of any 
published figures in which reinsur- 
ance data are combined for any con- 
siderable number of companies. 

However, the “New York Insur- 
ance Report” shows for each casualty 
company not only net premiums in 
force but also gross premiums in 
force and reinsurance premiums in 
force, at the end of the calendar 
year. This enables one to make a 
comparison as respects the business 
in force at the end of the year be- 
tween reinsurance premiums and net 
premiums. 

In order to gauge the growth of 
casualty reinsurance both absolutely 
and relatively during recent years, 
the writer combined the data as to 
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premiums in force for certain com- 
panies doing business in the State of 
New York during the years 1915 and 
1925 respectively. The combined fig- 
ures are shown in Exhibit “A”. Cer- 
tain strictly reinsurance companies 
were excluded from the comparison 
as well as companies having, in either 
year, a premium volume less than 
$1,000,000. Companies doing a “one- 
line” business, such as strictly acci- 
dent and health companies, were also 
excluded. Mutual companies were 
omitted because their business has 
thus far been confined to the compen- 
sation and liability fields, where the 
volume of reinsurance is relatively 
small. Data as to non-cancellable ac- 
cident and health business were also 
omitted on the ground that this class 
of business is properly an.adjunct of 
life insurance rather than of casualty 
insurance. 
DOD 

HE most significant fact revealed 

by the comparison was the in- 
crease in the relative volume of rein- 
surance. At the end of 1915 for the 
companies observed, net premiums in 


EXHIBIT A. 


force were $112,000,000, in round 
figures, and reinsurance premiums in 
force were approximately $3,900,000. 
The reinsurance premiums in force 
were only 314% of the net premiums 
in force. At the end of 1926, the cor- 
responding figures were $438,000,000 
and $36,500,000 respectively. The 
total volume had increased 290%, 
whereas the volume of reinsurance 
had increased more than 800%. the 
ratio of reinsurance to net premiums 
having increased from 3.5% to 8.3%. 


The entire volume of reinsurance 
premiums for 1925 was undoubtedly 
substantially in excess of the reinsur- 
ance premiums in force at the end 
of that year for the observed com- 
panies. If we take the ratio of rein- 
surance to net for 1925 based on pre- 
miums in force for the companies 
observed, viz., 8.3%, and apply it to 
the total casualty premium volume, 
we should arrive at the total volume 
of reinsurance premiums within a 
reasonable margin of error.’ This 
method indicates approximately $50,- 
000,000 as the volume of reinsurance 
premiums in 1925 for companies ad- 
mitted to New York State and not 
less than $60,000,000 as the country- 
wide volume for 1926. 





Premiums in Force 





Kind of 


December 31st 1915 


December 31st 1925 





Insurance 


Reinsurance 
(1) % 


Ratio 
(1) +(2) 


Reinsurance 


Net 
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$2,477,900. 00 


5,598,000. 00 : 16. 
2,084,600. 00 i 8. 
78,800. 00 
72,600.00 
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3,800.00 
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3.5 8. 


112,411,900. 00 
The companies included in the above table are as follows: 


3,909,900. 00 


























1915. Amer. Surety. Casualty Co. of Amer. Fidelity & Cas. 
Surety. New Amsterdam Cas. Preferred Accid. Royal Indemnity. , 
mercial Cas. Continertal Cas. Fid. & Dep. Hartford Acc. Hartford St. B. Maryland Cas. Mass. Bonding. N. E. 
Equit» So.Surety. Standard Acc. TravelersInd. TravelersIns. U.S.F.&G. Empl. Liab. Gen’l. Accid. London 


Guar. Ocean Acc. Zurich Gen’l. Acc. ’ 
1925. Amer. Surety. Columbia Cas. Eagle Indmn. Fidelity & Cas. Globe Indemn. London & Lancashire. 
Metro. Cas. Nat’l. Surety. New Amsterdam Cas. N. Y. Indemn. Norwich Union. Phoenix Ind. Preferred Acc. 
Royal-Indemn. SunIndemn. U.S.Cas. Aetna Cas.&Sur. Aetna Life. Commercial Cas. Continental Cas. Fidel- 
ity & Dep. Hartford Acc. &Indemn. HartfordSt.B. Indem.of N.A. Indep. Indem. Maryland Cas. _ Mass. Bonding. 
N J. Fid. & P. G. Standard Acc. Travelers Indem. TravelersIns. Union Indem, U.S. F. & G. Emplovers Liab. 


Gen’l, Accid. London Guar. & Accid. Ocean Acc. & Guar, -Zurich Gen. Acc, 


Globe Indem. London & Lancashire. Nat'l. 
U.S. Casualty. Aetna Acc. Aetna Life. Com- 
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If we look at the figures for the 
several kinds of insurance as shown 
in Exhibit “A”, it will be noted that 
for almost all lines the ratio of rein- 
surance to net premiums increased 
substantially from 1915 to 1925. 
The exceptions are compensation and 


plate glass, where the reinsurance ar- ' 
rangements (at least to the extent © 


revealed in the published figures) 
must have been confined to the excess 
type and to miscellaneous property 
damage (including sprinkler), where 
the reduction in the ratio of reinsur- 
ance to net premiums is very light. 


The figures we have quoted indi- 
cate conclusively that in the casualty 
and surety field, reinsurance is be- 
coming a problem of more and more 
importance. This holds good for the 
business as a whole and for the great 
majority of individual companies 
even though it may not hold for some 
few of the largest companies. 


The question which next presents 
itself is: “Has the growth of reinsur- 
ance companies kept pace with the 
growth of reinsurance ?” 


oo 


N 1915, there was one casualty re- 

insurance company doing business 
in the State of New York and its pre- 
mium income was $954,000. In 1925, 
there were four such companies with 
a combined premium income of ap- 
proximately $10,790,000. If we take 
the entire volume of reinsurance busi- 
ness for New York admitted com- 
panies as $5,000,000 in 1915 and 
$50,000,000 in 1925, we find that 
during the ten years, the proportion 
ceded to strictly reinsurance com- 
panies* had increased but very little, 
viz., from 19.1%. to 21.6%. 

These figures cannot be said to in- 
dicate that casualty reinsuarnce com- 
panies in the United States have fully 
realized their opportunity, for they 
undoubtedly still remain, regardless 
of any change in conditions since 
1925, only a minor factor in the rein- 
surance situation. For this reason, 
the remarks in this paper will be 
directed very largely towards the 


1In the absence of actual figures, it is, of 
course, open to conjecture whether the ratio of 
reinsurance premiums to net premiums indicated 
for the observed companies holds for other com- 
panies admitted to New York State and for com- 
[> pee not doing business in that jurisdiction. 
owever, in the data taken off by the writer, no 
account was taken of the business of an impor- 
tant stock company co-insurance pool, which is 
essentially a reinsurance arrangement. Further- 
more, there is a considerable volume of reinsur- 
ance on the “‘excess” basis where little, if any, 
“premiums in force’ are shown at the end of 
the year. For these reasons, it is believed that 
the estimate we have given of total reinsurance 
premiums is conservative. 


*We have excluded from “strictly reinsurance 
companies” any companies known to write a sub- 
stantial volume of direct business. However, we 
have not excluded any company from the reinsur- 
ance category merely because it writes excess 
cover for self-insurers. 


ditions. 
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writer’s concept of the proper posi- 


tion of the reinsurance company 
rather than towards present day con- 


oOoDmay 


Before presenting any views as to 
the utlimate functions of the reinsur- 
ance company in the American cas- 
ualty business, it will be necessary to 
introduce some description of condi- 
tions and practices as they now are. 
The aim will be to make the descrip- 
tive matter as brief as possible*® but 
adequate to an understanding of the 
current status and of the ideas which 
later will be set forth in this paper. 
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EVOLUTION OF THE TREATY 


N the unfolding of human society, 

archaeologists recognize the epochs 
of stone, of bronze and of iron. In 
point of time, these epochs are rel- 
ative rather than absolute. The shores 
of the Mediterranean sustained a so- 
ciety employing weapons and imple- 
ments of bronze before Northern 
Europe had emerged from the stone 
age; and America remained in the 
stone age many centuries after the 
inception of the age of iron in Eu- 
rope. 

Similarly, we may discern an evo- 
lutionary tendency in casualty rein- 
surance and this tendency holds even 
though progress along the evolu- 
tionary path has not been uniform 
throughout the business. The prin- 
cipal gradients along this path may 
be described as follows: 

1. The Facultative Stage. In this 
stage, there are no comprehensive re- 
insurance arrangements (treaties) be- 
tween companies. The underwriter 


’For a comprehensive descri tion of reinsurance 
in the compensation and liabilit "york see “Dis- 
tribution of Shock Losses in orkmen’s Com- 

ensation and Liability Insurance,” G. F. Michel- 
acher, Proceedings, Vol. VII, page 235. 





“places” reinsurance, when and as 
the spirit moves him, with such com- 
panies (usually “direct-writing”) as 
will accept it. This stage, although 
the lowest in the development of cas- 
ualty reinsurance, still prevails widely 
throughout the business, particularly 
in the fidelity, surety and burglary 
lines, 


2. The Open Treaty Stage. This 
is a status in which the company has 
comprehensive and permanent rein- 
surance arrangments (treaties) with 
one or more other companies (direct 
carriers and/or reinsurance com- 
panies) outlining a definite procedure 
for “ceding” reinsurance. The ces- 
sions made are recorded in a list 
(bordereau) transmitted to the rein- 
surer at stated intervals. In treaties 
of this general type, there is consid- 
erable variation as to the freedom 
accorded the ceding company as to 
what risks are to be reinsured and to 
what extent. Almost invariably if a 
risk is to be reinsured at all, the ced- 
ing company must “retain” a portion 
bearing not less than a stated ratio 
to the amount of reinsurance ceded. 
However, the salient characteristic of 
the open treaty is the discretion al- 
lowed to the direct carrier, and this 
discretion is almost invariably very 
material. Typically where a risk is 
regarded as particularly desirable, the 
ceding company may refrain from 
placing any reinsurance under the 
treaty, keeping all of the risk for 
itself or keeping the major portion 
and placing the remainder faculta- 
tively. On the other hand, where the 
risk is manifestly undesirable, the 
ceding company is in a position to 
retain only its minimum, if it so de- 
sires, give the treaty company its 
maximum proportion and place any 
remaining “surplus” facultatively. In 
some cases, the reinsurer under such 
a treaty has a right to object to or 
cancel individual risks but such a 
provision, where it is included, is of 
little value because of the relatively 
slight information which the rein- 
surer possesses as to the relative 
quality of the risks. Under the open 
treaty, the reinsurer’s only protection 
is a desire on the part of the ceding 
company to develop a permanent re- 
lationship with the reinsurer, and his- 
tory records that in many cases, the 
“dominant wish” of the ceding com- 
pany has been an immediate profit at 
the expense of the reinsurer rather 
than such a permanent relationship. 
The open treaty is still the prevailing 
type in the fire reinsurance business* 
and the earlier treaties in the casualty 





“The System of Treaty Reinsurance in Fire 
Insurance”, H. Ernest Feer, published 1926, by 
the Insurance Society of New York. 
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business follow this pattern probably 
because of fire insurance precedent. 
3. The Fixed Treaty Stage. In 
this stage, the reinsurer’s interest in 
each risk proceeds automatically 
from the terms of the treaty. Before 
he writes a given risk, the under- 
writer knows the amount of his com- 
pany’s retention and the extent of the 
reinsurance. The fixed treaty enables 
the underwriter instead of dissipating 
his time and energies in a “swapping” 
contest with his competitors to think 
of his problems on the wholesale 
basis. From the administrative stand- 
point also, the fixed treaty has 
marked advantages, many of which 
have not yet been fully developed. 
DOS 


SHARE, Excess AND SURPLUS 


HERE are two forms of rein- 
surance cover, namely, “share” 
and “excess”. 

On the share basis, the reinsurer 
assumes a stated proportion of the 
entire risk. This proportion applies 
to the premium and to the loss, if 
any, as well as to whatever salvage 
or other recoveries there may be. 

On the excess basis, the reinsurer 
is not involved in any loss except to 
the extent to which it is in excess of 
a stated amount. Since in most forms 
of insurance, the greater number of 
losses are small as compared to the 
total amount of insurance, under the 
excess plan, the reinsurer’s premium 
is not in direct proportion to its max- 
imum liability. An example will clar- 
ify the distinction between the two 
forms. 

Burglary reinsurance is sometimes 
on the share, sometimes on the excess 
basis. Let us suppose a policy for 
$20,000 in amount on mercantile open 















































stock, the premium for which is 
$340.00. Let us assume that the re- 
insurance is on the share basis and 
that the ceding retains $10,000, ced- 
ing the reinsurer an equal amount. 
In this case, the premium of the rein- 
surer and that of the ceding company 
would be the same, viz., $170.00. 
Under this policy, there occurs a loss 
amounting to $15,000 and later part 
of the goods are recovered, resulting 
in salvage to the extent of $3,000. 
Obviously, the ultimate net loss under 
the policy is $12,000 of which the re- 
insurer bears exactly one-half, or 


$6,000. 


On the other hand, if this risk had 
been written on the excess basis, let 
us say with a retention of $10,000 on 
the part of the ceding company with 
respect to any loss, the reinsurer’s 
premium for this particular policy 
would have been very much less than 
half the total premium, say not more 
than 10%, or $34.00. Its share in 
this particular loss would have been 
$2,000, i. e., the amount by which the 
ultimate net loss exceeded the direct- 
writing company’s retention, as under 
the excess plan all salvage is applied 
in reduction of a loss before deter- 
mining the reinsurer’s share. 


“Surplus” reinsurance is sometimes 
confused with excess. In fact, in the 
fire insurance business, the term “ex- 
cess” is evidently employed when 
surplus reinsurance (at least from 
the casualty man’s viewpoint) is 
really meant.* In the proper use of 
the word in the casualty business, 
“excess” relates to the amount of the 
loss, not to the total amount of the 
policy. 


_—_ he ‘* 
Surplus reinsurance in the casualty 
business is merely share reinsurance 





























wherein the extent of reinsurance de- 
pends on the size of the policy. 


Suppose, for example, the direct- 
writing company decides to retain all 


‘of its burglary policies which do not 


exceed $10,000 in face amount; that 
half of any amounts between $10,000 
and $25,000 shall be reinsured; and 
that all of any amounts in excess of 
25,000 shall be reinsured. Under this 
arrangement, the amount by which 
the face of any policy exceeded 
$10,000 would be “first surplus” up 
to a maximum of $15,000; and the 
amount by which the face of any 
policy exceeded $25,000 would be 
“second surplus.” 


In the case of the risk which we 
have described, the reinsurer’s in- 
terest would be represented by half 
of $10,000, i. e., $5,000, as its propor- 
tion of the face of the policy. The 
reinsurance premium would accord- 
ingly be one-fourth of $340 or $85 
and its share of the ultimate net loss 
would be one-fourth of $12,000 or 
$3,000. 


In casualty reinsurance treaties 
then, “surplus” is merely a conven- 
ient device for determining the ex- 
tent of share reinsurance. It does not 
constitute, properly speaking, a third 
form of reinsurance cover. 


It is obvious that the excess form 
of cover is feasible only for those 
kinds of insurance where losses 
equalling or approximating the face 
of the policy are the exception rather 
than the rule. If we refer again to 
Exhibit “A”, it will be noted that for 
liability, compensation, plate glass 
and automobile property damage, the 
reinsurance premiums are small as 
compared with the total volume of 

(Continued on Page 25) 
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RECENT FIRES, ACCIDENTS 


Clearing Up After An English Wreck In Which A Score of Persons Were Killed and Amer- When Trolley Car Met Truck The Pruck 


Photos by P. & A. 
ican Tourists Delayed Because of the Blocking of the Track. Best In an Encounter 
Boilers In A Public Bath Exploded with Fatal Results In Mexico City. Four Buildings This Auto Tried to Take a Street § 

Were Destroyed By the Force of the Blast. Passaic River Near Pai 














The fruck Seems To Have Come Off Second 
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York Street. 


Se And Bounced Off Into the 
Killing the Driver. 
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AND OTHER DISASTERS 


Passenger Train Which Tore Up 300 Yards of Right-of-Way On the Outskirts of San 


Francisco, Injuring a Score or More. This Wreck Was on Fourth-of-July. 


One of Many Houses Destroyed By Cyclone Which Centered Its Worst Fury Around 
Johnston, Colorado, Where Four Lives Were Lost, 
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Prevision, Precaution, 
Protection 
WW were reading an article the other day by a 


man of evident learning. He had made a study 

of the Great Pyramid, one of the world’s won- 
ders. He had brought a highly expert mathematical 
mind to bear upon it. Intricate measurements of its 
dimensions, external and internal; the length of its 
passages, their width at varying places, their height, 
their angle of acclivity and their relation to certain 
fixed stars—all these things had been carefully calcu- 
lated. 


The work had taken years to do. Then on the basis 
of these abstruse calculations his fantastic imagina- 
tion had evolved a scheme of prophecy. Here, in the 
Great Pyramid—which is merely a magnificent mau- 
soleum for an ancient Egyptian monarch—he argued 
had been written by divine decree the advance story 
of the world’s end. According to this ingenious 
scholar’s interpretation a time of unprecedented 
trouble is to begin for the world about the last week 
of this current month of August. 


All of which we may regard justly as absurd. It is 
a case of intellectual industry run to seed. Prevision 
based upon measuring the length of passages in a 
pyramid belongs to the school of tea-leaf fortune 
telling. 

But that is not to say that prevision jis always as 
futile and foolish. 


We know a man employed by a big public utility 
corporation. His task is to travel about the territory 
in which this concern operates, studying the eco- 
nomic conditions of each community. He takes into 
his reckoning the geographical and topographical 
setting, the nature of the soil, the history of agricul- 
ture and other industrial enterprises, the record of 
population growth or decrease, the facilities for 
communication—highways, water-ways, interurban 
lines existing and projected, railroads, etc. It is a 
thoro, exhaustive survey when completed. His re- 
port is full of facts, significant facts. It goes to a 
group of experts who sort it out, make diagrams and 
graphs, relate fact to fact, and then predict what 
will be the probable needs of that community for 
the service of this particular utility during the next 
twenty-five or more years. 


That is scientific prevision. Experience has proved 
that development of plant capacity, extensions, busi- 
ness promotion based upon such prevision is usually 
justified. It is better far than guessing, or than 
waiting until conditions challenge extraordinary ef- 
fort in order to over-take them. 

Now it is just that sort of scientific prevision 
which the insurance expert employs. Indeed, we 
think, it might be shown that the insurance actuary 
was the fore-runner of this kind of modern proph- 
ecy. He blazed the way. His success led other lines 
of human endeavor to adopt and adapt his methods. 

We have heard insurance called a “gamble” by 
the thoughtless. It is not. It would be were scien- 
tific prevision lacking as its factual foundation; but 
with the material which has been accumulated in 
carefully kept records over a long period of years it 
is possible for the expert to forecast the strong 
probabilities of risk for any given period ahead, 

sOa> 

EW policy-holders have any conception of the 

arduous labor and high intelligence which have 
been devoted to this foundation work in modern in- 
surance. Readers of the Journal of American Insur- 
ance are better informed than most laymen, because 
this magazine has continually emphasized the essen- 
tial place of the trained, scientific mind in mutual 
insurance. 

Prevision makes precaution possible. The weather 
bureau in your evening paper indicates that it will 
be cold and wet tomorrow, so, as you set out for 
business, you take your top-coat and your umbrella 
—that is precaution. 

The insurance expert figures that in a given class 
of risks, over a limited period of time, there is likely 
to be a certain number of casualties. He cannot, of 
course, say that you will be one of the victims; he 
cannot say you will not be one of the victims; but 
he can say what measure of precaution you should 
exercise, and what your share of the common risk 
should cost. His ability to do that makes it possible 
for you to carry a top-coat and umbrella—figura- 
tively speaking. In other words, an insurance policy. 
And that is protection. 

oS 
OW if he were not able to make this calcula- 
tion of prevision the provider of the protection 
would have to charge you a gambler’s rate for it— 
he would want long odds against your chance of 
loss. And even then his guess might go wrong and 
both of you might lose. 

Thus prevision makes precaution possible, and 
precaution brings protection. It is a logical chain, 
in which each link is joined to the other by scien- 
tific welding. Your protection hangs securely upon 
the two preceding links. To realize this is to enter- 
tain a higher respect for insurance, and to under- 
stand why it is a factor which cannot be omitted 
from any sound plan of life. 

There is no form of insurance in which expert 
accuracy of prevision has been brought to higher 
perfection than in mutual insurance. The very na- 
ture of this particular method—this characteristi- 
cally American method—encourages ceaseless re- 
search and most rigid application of facts. Mutual 
insurance has stood up under the stress of disaster, 
has demonstrated the storm-proof worth of its “top- 
coat and umbrella,” because of the thoro manner in 
which its practise has been made to square with the 
predictive values of experience. 

(Continued on Page 31) 
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Life Lights Against a Business Background 


WAS down at the little wayside 
] station waiting for Fred Torrence 

—good old Fred. Heaven knows 
how many years he had been toiling 
in the big city without ever a holi- 
day—not so much as a week-end 
escape from his desk. A regular bear 
for work was Fred ; industry personi- 
fied. He took it home with him at 
night. He chewed it mentally as he 
masticated his dinner. Hid himself in 
his den with it when the meal was 
over. Carried it to bed and lay awake 
with it, or dreamed about it. 

Fred had got on financially—there 
was no denying that. He had a beau- 
tiful suburban home, with a garden 
which a hired gardener planted and 
cared for. He owned two cars. He 
provided his charming wife and his 
young family of three children with 
everything heart could wish—that is 
to say everything but his own com- 
panionship. Business got that. Of 
course he loved his family. That is 
why he worked so hard. He wanted 
them to have the best. He wanted to 
make sure they would be cared for 
adequately when he died. He was 
going to send the boy to Harvard; 
the girls to Smith. Nobody could say 
Fred was not loyal to his loved ones. 

sO 


UT some of us thought his loyalty 

was less intelligent than it might 
be. Fred seemed not to realize that 
his family loved him. That it would 
have liked to see him occasionally, 
and to play with him now and again. 
He could not get it into his head, ap- 
parently, that his wife would sooner 
have had less things and more of her 
husband; or that it worried her to 
watch him, spare of face and body, 
a little stooped from much sitting at 
his desk, getting gray at forty-five, 
pale of countenance from lack of out- 
door exercise, and driving himself 
like a veritable galley slave. 

She had confided to me that she 
was anxious about Fred, and I had 
tried to coax him off for a Saturday 
afternoon on the golf links. I might 
as well have tried to argue a loco- 
motive into reversing itself and run- 
ning backwards. Then, one day, Fred 
chanced to encounter a doctor friend 
at lunch. He had not seen him in 
years, and the two chatted about old 
times. While they talked the doctor’s 
observant eyes were busy. With ex- 
pert scrutiny he was giving Fred the 
once-over, the up-and-down and 
across. The signs were indubitable 
to his trained vision. Here was a 
machine that was wearing out for 
lack of rest and lubrication. It was 


Taking a Vacation 
By S. J. DUNCAN-CLARK 


being operated at too high speed. 
Something was going to crack pres- 
ently. 
DO 

HE doctor walked along the 

street with Fred after lunch. 
The course they took led past his 
office. At the door of it he said, 
“Come in a moment, Fred. I want to 
show you my modest layout.” 

Fred turned up the back of his 
wrist, looked at his watch, and re- 
plied, 

“Sorry, old man, I haven't time. 
Must get back to the job. Spent too 
long chinning with you as it is.” 

Then the doctor became brutually 
frank. 

“If you don’t take time now, it 
wont be long before you have all 
eternity to regret it,” he said, looking 
Fred squarely in the eyes. 

That jolted him. 

“What do you mean?” he ex- 
claimed. 

“Just what I say. You’re headed 
for trouble right now, and it’s not far 
off. You’re going to cheat your fam- 
ily out of .a perfectly good husband 
and father. It’s not fair to them.” 
That shot hit hard. 

Fred said no more. He followed 
the doctor into his office, and sub- 
mitted to a thorough going-over. 

“Well,” he asked, “what’s the ver- 
dict? I think you’re a darned old 
alarmist, but I guess you mean well.” 

“Diagnosis confirmed,” said the 
doctor. “You must quit work. What 
you need is a year’s lay-off, but for 
a besotted addict like you the dose 
would be too big to take at once. 
Lock your office door and go up in 
the North woods for a month, and 
practise on how to take a vacation. 
When you have learned, come back. 
Put your affairs in such shape you 
can leave them—Oh, yes you can; 
you must, or you will leave them and 
never get back to them—and go off 
with that family of yours for twelve 
months in Europe or some other re- 
mote part of the world.” 

To shorten the story, that is how 
I came to be waiting for Fred at the 
little station, ten miles from the camp 
in the woods where, year after year, 
I had gone to forget everything but 
the joy of living. 

Presently his train came in, and 
he tumbled off. He seemed really 
glad to see me, and looked around at 
the wildly rugged country with a 


show of genuine interest, even ad- 
miration. 

“Gosh,” he said, taking a deep 
breath of the intoxicating air, “this 
is great!” sO 

E climbed into the old car 

which our camp used for run- 
ning back and forth from the supply 
base, and started her off. I gabbled 
away as we ran along, expatiating on 
all the delights of the region—canoe- 
ing, fishing, swimming, hiking. He 
seemed to be listening at first, and 
responded to my enthusiasm with an 
occasional query. Then he became 
silent, while my tongue ran on. Pres- 
ently I asked him a question. There 
was no answer. 

“Say, have you gone to sleep?” I 
shouted. 

“Sleep? No, ah, what was it you 
said,’ he stammered. “Sorry, but I 
got to thinking of a contract I 
signed just before coming away. I 
am sort of worried about it. Is there 
a telegraph station near here?” 

“Not within a hundred miles,” I 
answered. It was a gross exaggera- 
tion, but justified. 

“Good Lord!” he ejaculated, “I 
can’t stay up here if I am beyond 
reach of a wire. I'll have to go back.” 

Then I got brutally frank. 

“You're fifty-seven varieties of 
blankety-blank fool, Fred Torrence,” 
I said. “You are up here to forget 
business ; to forget contract ; to forget 
that such things as telegrams exist. 
You are up here to learn how to take 
a vacation, and Doc has made me 
your instructor, and, by gosh, the les- 
son begins right now.” 

Well, I had a hard time of it. I 
don’t think I want to take the job of 
vacation instructor again. It nearly 
ruined my vacation. At almost any 
moment that far-away look might 
come into Fred’s eyes, and I would 
know he was thinking about that con- 
tract, or some equally unimportant 
matter of business, and offering silent 
prayer for a Western Union blank. 
But the boys helped, and together we 
pulled him through. At the end of 
three weeks he was eating like a hu- 
man being, sleeping like a hibernating 
bear, and throwing himself into the 
day’s program with a kid’s zest. 

The day before he was due to re- 
turn to the city, while we were 
munching our evening grub, one of 
the fellows looked up and said: 

“Boys, I’m kind of bothered about 
a contract .’ He got no farther. 

“Shut up,” roared Fred. “There 


aint no such animal.in the North 
Woods.” 
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Aviation Insurance 


What Has Been Learned By Pioneers In this 
Branch of Underwriting, Which Is Less 


Hazardous As Experience Grows 


HE pioneer work in aviation 
@ insurance seems to have been 
completed. The attitude of 
the larger, stronger underwriters 
toward new types of risks has al- 
ways been to allow some of the 
more venturesome and less experi- 
enced risk takers to “hold the bag” 
while the early losses were being 
suffered. The early days of avia- 
tion insurance were hardly an ex- 
ception to this conservative prac- 
tice. It is interesting to recall, 
however, that some of the usually 
cautious, well-established under- 
writers were among the sufferers. 
Policies have been developed and 
are now sufficiently hedged and 
complete to partially protect the 
underwriter against a repetition of 
the discouraging days of heavy net 
losses. Loss ratios are being care- 
fully watched and used as an al- 
most absolute regulator of activity. 
Cautious underwriting is more 
clearly the watch-word than it was 
at any time in the past. 
oCowoe 


ANY of the difficulties of the 

past have been the result of 
the limited development of sound 
aircraft transportation enterprises. 
Underwriters did not take long to 
see that it was impossible to real- 
ize the usually desired two factors 
of all sound underwriting, viz., 
selection and spread. There was 
little spread to be hoped for in any 
of the hazards they elected to as- 
sume and those who survived prob- 
ably owe that survival to early 
emphasis on careful selection of 
risks. 

This situation has hardly been 
conducive to an extensive develop- 
ment of aviation insurance. It has 
necessarily concentrated the con- 
trol of underwriting in the hands, 
or rather, the minds of one or two 
officials or brokers who have either 
shown remarkable ability in the 
selection of risks or who have been 
fortunate enough to have control 
of the limited reinsuring facilities. 
Possibly this case of the working 
out of the old theory of “the sur- 
vival of the fittest” has been for 
the best. These men have proba- 
bly paved the way for extensive 
renewed interest. They have pre- 
vented the poorer of the new risks 


By STEPHEN B. SWEENEY 
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ARTICLE VI 


Some Problems and Prospects 
of the Present 


PART I 


from getting insurance and have 
thus gradually built up fairly re- 
svectable loss ratios. 





the purely insurance aspects of the 
situation. 
T HAS been well said that the 
main problem of aviation insur- 
ance is a three-fold one. The un- 
derwriter must be converted, the 












Aviators Can Lay a Smoke Screen, or Fight Insects, Thus. 


It is the feeling, however, among 
those interested in the develop- 
ment of aviation transportation 
that wider insurance markets are 
desirable. They do not always 
realize that the concentration of 
business in the hands of a few, in 
the past, was both necessary and 
best for all concerned. When 
immediate loss ratios are being 
watched, instead of long run ex- 
perience, it is best that a few active 
companies receive most of the pre- 
miums in order that they will be 
encouraged to continue in face of 
larger losses. If the recent busi- 
ness had been widely diffused 
among direct underwriters, the 
apathetic attitude of 1921 and 1922 
would still be with us in an even 
more marked degree. So much for 


operators and the government must 
improve flying conditions, and the 
public must be educated in using 
air transportation facilities. The 
difficulty lies in the fact that the 
realization of each of these desired 
conditions is vitally dependent on 
each of the other two. All three 
must develop more or less concur- 
rently. Thus we find aviation in- 
surance reflecting in miniature the 
problem of general business de- 
velopment. Possibly the greatest 
service can be rendered by indi- 
cating a lag in any one necessary 
phase in order that efforts may be 
concentrated on that phase. Con- 
tinued over emphasis, however, 


will lead to a top-heavy structure 
just as it does in general business. 
This must be kept in mind in any 























worthwhile evaluation of develop- 
mental proposals advanced. 

One of the outstanding difficul- 
ties of the past has been that no 
reliable average could be developed 
from the limited spread of accepta- 
ble risks and the meager premium 
income they produced. This con- 
dition has discouraged all but the 
most venturesome risk takers. The 
conclusion seems justified that any- 
thing encouraging the development 
of commercial aviation presages 
well for the future of aviation 
insurance. 

Probably the most encouraging 
factor in commercial aviation is 
the sound activity of the Aeronau- 
tics Branch of the Department of 
Commerce. This traces its begin- 
ning from the passage of the 
United States Air Commerce Act 
of May 20, 1926. Under its provi- 
sions an Assistant Secretary of 
Commerce in charge of Aeronau- 
tics was appointed. He was auth- 
orized to establish air commerce 
regulations. These were put into 
effect as of January 1, 1927, al- 
though the initiation of some of 
the provisions had to be _ tem- 
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porarily postponed. The carrying 
out of the provisions of the Air 
Commerce Act, along with those 
of the Air Mail Act of 1926, is giv- 
ing a firmer tone to commercial 
aviation than it has enjoyed at any 
time since its inception. The Air 
Mail Act has resulted in the grant- 
ing of contracts for the operation 
of some thirty-three air mail serv- 
ices, of which twenty-one are in 
operation, at this writing, five hav- 
ing: been discontinued, and seven 
are to be started shortly. 


QoS 


HE most immediate problem 

facing the Aeronautics Branch 
of the Department of Commerce 
has been to get funds to carry out 
the provisions of the Act. Last 
year the aviation section of the 
Federal budget was severely cut 
just as the examining work of the 
department was getting under way. 
The restrictions of the Regulations 
as to licensing of pilots and of air- 
craft had to be temporarily sus- 
pended and the airway lighting 
plans, for the improvement of night 
flying, had to be curtailed. It is 
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probable, however, that this con- 
dition will not be repeated. The 
great and well-deserved popularity 
of the modest Lindbergh has popu- 
larized his life interest, aviation. 
Although this is apparent on every 
hand, the fact is not so generally 
known that he was called before 
Congressional committees consid- 
ering appropriations. His earnest- 
ness and almost religious evange- 
lism in the cause of aviation, 
doubtless added much weight to 
the pleas of Assistant Secretary 
MacCracken for adequate appropri- 
ations. That much is expected for 
the immediate future is indicated 
by the extensive plans constantly 
coming from the Aeronautics 
Branch. 

The provisions for the federal 
examination, licensing, marking 
and operation requirements of in- 
terstate aircraft are what have 
long been needed. The examina- 
tion and licensing of pilots and the 
promulgation of air traffic rules are 
additional, necessary and sound de- 
velopments from the insurance 
standpoint particularly. It will be 
recalled from previous articles that 





Illustrating Again the New Hazard From the Air Which Must Now Be Reckoned With by the Home Owner. 








Aviation Insurance 
(Continued from preceding page) 


the underwriters in the past have 
had to work continually “in the 
dark.” They guessed about condi- 
tions surrounding the risk they 
were underwriting and then hoped 
for the best. Their hopes were not 
always realized. 


The Aeronautics Branch of the 
Department of Commerce will 
eventually establish a more or less 
standard risk, analagous to those 
found in many forms of insurance. 
To January 31, 1928, applications 
had been filed for 2,935 airplane 
licenses, 941 plane identification 
numbers (for those planes which 
will not be used in interstate com- 
merce, and the operators of which 
are not required to be holders of 
pilot licenses).. The makers of 
twenty-four different models of air- 
planes had received certificates of 
approval. This service alone (of 
thoroughly examining manufactur- 
ers, standards, etc.) would have 
been looked on as a wonderful 
asset by the early insurance pio- 
neers. 


oo 


N ADDITION to the above, 
4,469 pilots have applied for 
licenses. Of this number, 1,521 
have been examined and have been 
given license numbers. The De- 
partment even examines into the 
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qualifications of mechanics, 3,037 
having applied for licenses. One 
realizes the magnitude of the per- 
sonal examination work alone 
when informed that 220 medical 
examiners have been appointed in 
146 cities, in addition to those in 
the Public Health Hospitals. These 
have made 80 per cent of the phy- 
sical examinations of the pilots, the 
Army and Navy having made the 
remainder. 


The usual proof of the pudding 
is in the eating. A study has been 
made of the aircraft accidents dur- 
ing the period of the Department’s 
examination activities. Of 213 
accidents reported 85 were in cases 
of pilots of whom there was no 
record of physical examination 
either before or after their crashes. 
It is impossible to tell whether 
their physical condition had any- 
thing to do with their crashes ex- 
cept in two cases where the reports 
show definitely that the pilots were 
physically unfit and had they been 
examined would have been dis- 
qualified. 


Of the 128 who were physically 
examined either before or after 
their crashes, 21 had physical de- 
fects of whom 3 had been disquali- 
fied physically, 10 had been granted 
waivers (for partial failure to come 
up to standard) and 8 did not re- 
quire waivers. Of the 18 who had 
been qualified with or without 


waivers there were only 3 cases 
that could im any way be said te 
have a physical basis and it was 
doubtful in these three. The most 
significant feature for our immedi- 
ate interest is that 41.3 per cent of 
all accidents were in men who had 
not been examined or who, having 
been examined, had been disquali- 
fied. 


The problem of the pilot does 
not end, however, with examina- 
tion and proper licensing. The 
government proposes periodic 
check ups on his condition as to 
physical fitness. This will be seen 
as absolutely necessary if the im- 
portance of the pilot as the major 
cause of accidents is recalled. 


The activities of the federal gov- 
ernment in examining and licens- 
ing aircraft are also a great boon 
to the underwriter. As a matter of 
fact the first question usually asked 
by the prospective underwriter is 
whether or not the plane and pilot 
have been licensed. If not licensed 
they are seldom even considered. 
Only planes engaged in interstate 
traffic must be federally licensed 
and this leaves a good number 
without adequate supervision be- 
cause the few regulatory state laws 
that have been passed are, with one 
or two exceptions, very important. 
It will be a good thing for all con- 
cerned (except for the few, selfish, 
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Passenger Planes of Odd Type, and Appearing Formidable Enough to Battle Any Weather, Are Projected in Europe. 
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Insurance Conditions in France 


Comparison of Different Methods of Handling Farm Hazards in the 
Old World and Showing How Mutual Idea Wins 


N the vast realm of world-wide 

Insurance there is no section I 

believe, that lends itself so readily 
to an equitable comparison of the 
working of the two Insurance sys- 
tems—the Mutual and the Stock— 
as that of Hail Insurance in France. 
Under both systems the risk is ob- 
viously the same, 
for it is not con- 
tended that 
Providence 
crimination in i 
favour of one 
system and 
against the other. 
Then the four vi- 
tal items in the 
accounts are 
published, (a) 
the capital sum 
insured; (b) the 
annual premium; 
(c) the annual 
losses; (d) the 
reserve fund. 
These particu- 
lars, together 
with the absolute 
equality of the 
risk, permit of a 
fair comparison. 
The difference in 
favour of the 
Mutual System 
is so startling as 
to make intelligi- 
ble the predic- 
tion of a French 
lawyer of high 
repute, made 
with a confident 
emphasis, that 
some day the 
whole field of In- 
surance will be 
occupied by the 
Mutual Compa- 
nies. This will 
be the case in 
France, he says, 
though the con- 
test will be a 
long one as the 
issue will be ob- 
scured by many prejudices. 


Photo by U. & U. 


Before I give my analysis of the 
tetal figures under the two sys- 
tems I must ask my patient readers 
to allow me to deal with a critic 
who states that in making my com- 
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parison I must be guided solely by 
the premium income and not by 
the capital sum insured. On this 
basis the losses under both systems 
work out very much the same. I 
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Behind Barred Windows Marie Antoinette Lived Here. 


agree that the premium income is 
the usual test when there are no 
other data available. In France, 
however, the Companies are re- 
quired to publish the amount of 
their liabilities. In England this 


would be regarded as sensational. 
The total liabilities, actual and 
contingent, are disclosed in every 
business in this country with the 
sole exception of insurance. I had 
barely commenced to write this 
article when a lengthy and sympa- 
thetic, review ap- 
peared in The 
Times (London) 
of the fire insur- 
ance business of 
the English 
Companies. It 
stated that the 
continued con- 
cealment by the 
Stock Companies 
of their total lia- 
bilities “Is a sig- 
nificant fact. The 
disclosure of 
their immense 
hazards in every 
part of the world 
might render the 
shareholders un- 
easy and the 
policyholders 
might consider 
the reserves 
when compared 
with the actual 
liabilities ap- 
peared for small- 
er than when 
only set against 
the premium re- 
ceipts. Both poli- 
cyholders and 
shareholders 
would then have 
to place reliance 
chiefly on the 
skill, knowledge 
and judgment of 
the underwriters 
as the main 
guarantees that 
resources and 
liabilities bore a 
proper propor- 
tion. Some day 
we shall have the 
tects.’* Yes 
“some day” but meanwhile the be- 
nighted British Public must remain 


in Cimmerian darkness. 
SS 


F I had a confidential discussion 
with the chief executives of the 
big English Stock Companies 
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transacting a world-wide business 
they would tell me that that they 
fully understand the underwriting 
law named by M. Sumien as “the 
law of the great number.” This 
law combined with the measure- 
ment, the selection and classifica- 
tion of the risk, makes for safety. 
Yhey are able to accept fire haz- 
ards—not to mention huge risks in 
other sections—amounting to hun- 
dreds of millions of dollars, not be- 
cause of their share capital but by 
reason only of a strict observance 
of the underwriting laws of insur- 
ance. This is why the distin- 
guished French expert describes 
the English method as “audaci- 
ous.” They conform to the three 
guiding principles of underwriting 
in the working of which they are 
past-masters. They measure their 
risks and charge the limit the con- 
ditions and the market will permit. 
They place each risk in the com- 
partment to which it belongs. 
They spread their risks over the 
entire globe, omiting only such ter- 
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some part of the world which may 
have far-reaching consequences for 
their companies. 

The local Mutuals must not be 
alarmed at this formidable and au- 
dacious instrument of insurance or- 
ganization. “Do not put all your eggs 
in one basket” is usually very good 
advice. But the late Andrew Carne- 
gie, no mean authority on the sub- 
ject, stated quite definitely that you 
may safely do so—provided you look 
after the basket. Later in this arti- 
cle I give details of thousands of 
local argicultural mutual societies in 
France which conform to the law of 
the great number by federating the 
whole for the purpose of re-insur- 
ance. 

In a previous article I gave the fig- 
ures for Hail Insurance in France 
for 1925. I have now received the 
figures for 1926 which show an in- 


crease in the capital sum insured of 


six hundred million francs for Stock 
Companies and of four hundred 
million francs in Mutual Companies 
but in other respects the figures 








French Mountains and Valleys 


ritories where the moral hazard is 
known to be too great or too gen- 
eral. All that happens, says The 
Times, is that at the end of a finan- 
cial year a balance is struck of re- 
ceipts on one side and of outgoings 
on the other. The business, how- 
ever, is not free from some degree 
of excitement for each morning the 
Managers scan their daily news- 
papers to see if there is word from 


Provide All Sorts of Weather. 


work out proportionately as in 1925. 
The figures for 1926 are as follows, 
converted into American currency by 
-the approximate computation of 100 
francs being the equivalent of 4 dol- 
lars. 

HAIL INSURANCE IN FRANCE 

FOR 1926 


Capital Sum 
insured Premiums. 


dollars. 


115,961,446 


Losses Reserves. 
rs. dirs. dirs. 
STOCK COMPANIES 

2,910,455 1,632,845 756,585 


MUTUAL COMPANIES 
Capital sum 
insured Premitims, Losses 
dollars. dirs. dirs. 
96,587,841 1,049,425 609,407 
DS 
HESE figures show that the 
cost for every 100 dirs of in- 
sured value in the Stock Companies 
was 2.50 Dirs. In the Mutual Com- 
panies it was 1 dir. The loss per 
100 dirs of insured value in the 
Stock Companies was 1.4 dirs. In 
the Mutual Companies it was 63 
cents, less than half. For every 100 
dirs of the insured value, the Stock 
Companies have a reserve fund of 
65 cents. The Mutuals have 1.5 
dirs, or more than twice as much. 
Proportionately, the policyholders in 
the Stock Companies paid twenty 
million francs more for their insur- 
ance than those in the Mutuals. 
Similarly, the policyholders in the 
Mutuals effected a direct saving in 
premium charges of over thirty mil- 
lion francs in 1926. In the two 
years, 1925 and 1926, they effected a 
saving of sixty million francs, an 
amount, I imagine, that would go a 
long way to wipe out the actual cash 
invested in all the French Insurance 
Companies. I am not attacking the 
French Insurance Companies. I am 
only trying to illustrate the working 
of the two systems when sufficient 
data are available for comparison. 
Let us demonstrate the matter fur- 
ther by taking the two leading 
French Companies—one Stock and 
one Mutual—operating in Hail In- 
surance. The L’Abeille has a capital 
of four million francs subscribed, let 
us assume, by the stockholders. It 
is operating in this department of in- 
surance in co-operation with twelve 
other leading Stock Companies. The 
Societe de Toulouse does not possess 
one franc of share capital. The fig- 
ures of these two companies roughly 
converted into dollars are as follows: 
L’ABEILLE 


Reserves. 


dirs. 
1,525,434 


Sum 
insured Losses Reserves 
dirs. dirs. dirs. 
1,856,478 1,086,725 434,000 

SOCIETE de TOULOUSE 


Premium 
dirs. 
61,311,265 
um 


insured Premium Losses Reserves 
dirs. 


29,157,049 207,372 190,674 430,482 

Here we see that in the Stock 
Company the cost of every 100 dol- 
lars of insured value was 3 dlrs 
whilst in the Mutual it was 70 cents. 
The loss per 100 dirs of insured 
value in the Stock Company was 1.7 
dirs and in the Mutual Company 58 
cents. For every 100 dollars of in- 
sured property the Stock Company 
has a reserve of 70 cents whilst the 
Mutual has a reserve of 1.40 dirs, 
If the L’Abeille share capital of four 
million francs be included as part of 

(Continued on Page 29) 





Casualty Re-Insurance 
(Continued from Page 15) 


business. These particularly are the 
lines where excess reinsurance ap- 
plies. It applies also to some extent 
in burglary. The low ratio of rein- 
surance to total premiums in auto 
collision may be accounted for by the 
small amount at risk in the individual 
case. 
DOD 


DIVERSITY OF REINSURANCE 
ARRANGEMENTS 


T can truly be said that in casualty 

reinsurance there are at present 
no generally accepted standards of 
principle or of practice. 

The facultative and the fixed treaty 
forms, as well as to some extent the 
open treaty, continue to exist concur- 
rently not only for a given kind of 
insurance but also in a single direct- 
writing office. 

Aside from this variation in the 
type of reinsurance arrangement as 
between companies (or other enti- 
ties), there is a still still further vari- 
ation in the very structure of the re- 
insurance relationship. 

It is entirely conceivable that all of 
the following arrangements may be 
found in a single direct-writing office 
to-day : 

1. Facultative reinsurance with 
other direct-writing carriers. 

2. Co-insurance with a group com- 
prising other direct carriers. 

3. Reinsurance with a pool com- 
posed of direct carriers. 

4. “Reinsurance” with a 
pany fund”. 


“com- 


5. Treaties with other direct car-. 


riers. 


6. Treaties with reinsurance com- 
panies. 

A “pool” is an agreement entered 
into by several companies where- 
under each company assumes a stated 
share, both of premiums and of 
losses, with respect to a certain “port- 
folio”. The following are examples 
of such portfolios : 

1. The entire amount of compen- 
sation or liability risks written by 
pool members in certain “extrahaz- 
ardous” classifications. (The best 
known pool of this type writes “pro- 
hibited risks” in liability and compen- 
sation insurance and is conducted on 
the co-insurance principle, 7. e., the 
obligation is “joint and several”). 

2. Cover on the excess basis for 
losses exceeding stated limits for cer- 
tain kinds of insurance written by 
pool members and/or by other car- 
riers. 
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3. Coverage on the share basis of 
surplus lines over and above stated 
retentions for certain kinds of in- 
surance written by pool members and 
/or other carriers. 


A pool is an association of com- 
panies determined by contract and 
occupying the same relative position 
as a reinsurance company. It has 
certain disadvantages which will be 
discussed later. 

The “company fund” is a device 
whereby “on paper”, at least, a cer- 
tain amount of “reinsurance” is 
“ceded” by a given underwriting de- 
partment to the fund. The fund ac- 
count is kept as if the fund were a 
reinsurance company, 7. e., the fund 
is credited with certain premiums and 
charged with certain losses and the 
showing of the accident and health, 
the burglary or the fidelity and 
surety department of the company is 
amended accordingly even though in 
point of fact the insurance corpora- 
tion itself actually sustains all losses 
charged to the fund. 


oon 


THE ACCOUNTING CONTACT BETWEEN 
THE CEDING COMPANY AND THE 
REINSURANCE COMPANY 


HE procedure in reporting pre- 
miums and losses to the reinsur- 
ance company is, in general terms, 
defined in the treaty, but in detail it 
is largely a matter of practice. 
Reporting of Premiums. As far as 
premiums are concerned, the most 
generally prevailing practice is to re- 
port each risk on a “bordereau” (Ex- 
hibit B). It is customary for the 
treaty to provide that bordereaux re- 
lating to business written by the ced- 
ing company in a given month be 
filed with the reinsurance company 
not later than the 20th of the ensuing 
month. In many cases, however, and 
particularly where the account is a 
large one, the bordereaux are trans- 
mitted as often as weekly. 


It will be noted that the bordereau 
includes enough data (“Insured or 
Principal”, “Bond or Policy Num- 
ber”, etc.) to definitely identify each 
risk. It is possible to glean some idea 
of the character of the business by 
inspection of names, geographical lo- 
cations, classes and amounts of in- 
surance, although such a scrutiny is 
not at all comprehensive from the 
underwriting standpoint. Inspection 
of the bordereaux does reveal, how- 
ever, whether the company’s reten- 
tions and the amounts of reinsurance 
are in accordance with the treaty: 
whether the reinsurance company’s 
premium is in proper ratio to the 
total premium ; and whether the ces- 


25 


sions are being made with prompt- 
ness. 


Exhibit C is the corresponding 
form for cancellations. In the first 
column is shown the original cession 
number to enable the reinsurer to de- 
termine the period of the reinsurance 
and to assure itself that the return 
premium is in proper proportion to 
the original premium of the policy. 
It is also of importance for the rein- 
surer to verify the fact that cancella- 
tions are being reported promptly and 
that there is not an undue proportion 
of “flat” cancellations put through 
late in the policy term. On the can- 
cellation bordereaux it is necessary 
to show the original premium as well 
as the return premium in order that 
a proper deduction may be made 
from the premiums in force for pur- 
poses of the unearned premium re- 
serve. 


The extent of detail which should 
be required in reporting premiums 
under treaty to a reinsurance com- 
pany is at this time very much an 
open question. The bordereau is a 
legacy from the facultative and open 
treaty stages of reinsurance. In these 
earlier stages a bordereau is essential 
since such a detailed list is the only 
method of determining the extent of 
the reinsurer’s liability. 


The bodereau is still the prevailing 
procedure in reporting premiums to 
reinsurance companies, partly because 
of custom, partly because the treaties 
for many kinds of insurance are in 
some cases still of the “open” type, 
and partly because in many cases the 
reinsurance company itself is required 
by its retrocessionaires® to furnish 
bordereaux. 


The expectation is justified that 
with the increasing prevalence of the 
fixed treaty, reinsurance companies 
will approach a time when it will be 
possible to do away with bordereaux 
altogether. As already indicated bor- 
dereaux checking is limited as a 
means of review of business from 
the underwriting standpoint and it is 
also a most inadequate means of de- 
termining whether the treaty provi- 
sions as regards the ceding of rein- 
surance have been uniformally car- 
ried out by the direct writing com- 
pany. Practical experience indicates 
that in the interest of both parties to 
the treaty, the home office records of 
the ceding company should be au- 
dited from time to time by the rein- 
surer. Such audits invariably develop 
facts of material interest to both par- 
ties to the contract. The extent of 
such auditing depends, of course, 

5“Retrocession” means “reinsurance of reinsur- 


ance”. Hence “retrocessionaire”’ means an entity 
accepting retrocessions from a reinsurer. 
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upon conditions encountered in the 
individual case. 


oon 


INCE auditing is necessary, the 

justification for the clerical bur- 
den of a detailed bordereau_ boils 
down to (a) the determination of the 
reinsurer’s liability and (b) satisfy- 
ing the requirements of retrocession- 
aires. Both these reasons for the use 
of bordereaux can eventually be elim- 
inated by applying the fixed treaty 
principle to both direct reinsurance 
and retrocessions. 


This condition is already being re- 
alized in certain lines. Bordereaux 
have already been done away with to 
a certain extent, particularly in the 
liability business. In this line the re- 
insurer’s obligation is almost invar- 
iably definitely fixed by the treaty. 
Accordingly the reinsurance company 
in many cases accepts from the ced- 
ing company in lieu of a bordereau 
(which constitutes merely a repeti- 
tion of the fact that the ceding com- 
pany is retaining certain set limits 
and ceding the excess) a monthly 
summary of writing and of cancella- 
tions.° This summary gives all the 
data necessary for accounting pur- 
poses, including the determination of 
the unearned premium reserve. The 
clerical burden of preparing border- 
eaux is eliminated from the office of 
the ceding company, and the rein- 
surer, relieved from the more or 
less stultifying (because inadequate) 
practice of checking bordereaux, con- 
fines its verification of the carrying 

°*This summary may be merely one copy of 
a list printed in duplicate on the “printer tabu- 
lator”, the machine employed in statistical depart- 
ments for the mechanical tabulation of data. In 
this case, the clerical labor due to the recording 


of reinsurance premiums is reduced to “rock 
ottom”’. 
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out of the treaty to an audit of the 
ceding company’s home office records, 

Recording of Losses. From every 
standpoint it is essential that the re- 
insurer be kept informed of all facts 
bearing upon the extent of its liability 
in connection with actual claims and 
potential losses. 


As soon as the ceding company has 
notice of any event which may result 
in claim liability on the part of the 
reinsurer, a preliminary loss advice 
is mailed to the reinsuring company. 
This enables the reinsurer to estab- 
lish a proper claim reserve. Changes 
in reserve are reported on special 
form and when the case is finally 
closed the amount of loss and the re- 
insurer's share are also reported. 


This procedure puts the reinsurer 
in touch with the claim situation at 
its inception and keeps it informed as 
to developments. It also enables the 
reinsurer to supplement the informa- 
tion originally furnished by the ced- 
ing company through correspondence 
or otherwise. 

In the properly conducted reinsur- 
ance office all claims notices are scru- 
tinized not by a clerk, but by an ex- 
ecutive, who satisfies himself that his 
company has all the information it 
needs, not only in order to establish 
a proper reserve, but in many cases 
to assure the fact that the claim, if 
an important one, is receiving ade- 
quate attention in the claims depart- 
ment of the ceding company. Actual 
experience demonstrates that this is 
an important service of value to both 
parties to the contract. 

Salvage recoveries are reported on 
a special form. The ceding company 
is obligated to report salvage as soon 
as recovered. Here again practical 
experience indicates that the reinsurer 


EXHIBIT C. 


ALPHA REINSURANCE CORPORATION 


Reinsurance Cancellation Bordereaux 


should adopt a constructive rather 
than a passive attitude and that for 
those kinds of insurance where such 
recoveries are common, the status as 
to salvage should be inquired into pe- 
riodically by the reinsurer and the case 
not closed until the reinsurer is def- 
initely advised by the ceding company 
that all prospects of salvage are over. 
This practice not only protects the 
reinsurer but incidentally it assures 
the fact that the ceding company is 
not overlooking salvage possibilities. 
DOD 

HE reinsurer, of course, main- 

tains a file for each individual 
claim (except in those comparatively 
few cases where share reinsurance 
applies uniformly to all the business 
written by the ceding company for 
a certain kind of insurance). Corre- 
spondingly it maintains a record of 
claim reserves on all open cases, such 
reserves being constantly amended in 
accord with advices received from 
the direct writing offices. In the 
course of months, certain inconsis- 
tencies are apt to develop between the 
records of the ceding company and 
those of the reinsurer and accord- 
ingly it has been found necessary in 
connection!with the semi-annual finan- 
cial statement (December 31st and 
June 30th) of the reinsurer to obtain 
from the ceding company a list of 
outstanding losses and loss expenses. 
This list is checked against the indi- 
vidual claim records of the reinsurer 
and any discrepancies are cleared 
through correspondence. Here again 
the efforts of the reinsurer are found 
to be of value not only to itself but 
to the other party to the contract, for 
in many cases this procedure has 
served to bring to the attention of the 
chief executives of the ceding com- 

(Continued on Page 31) 
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Wholesale Stoppage of Business During Flood Which Raced Through a Street Usually Crowded with Shoppers. 


Business Interruption Insurance 
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Protection Against the Hazard of Property Made Idle by 
Disaster Rapidly Growing in Popularity 


ATES.—The Making of rates on 
the risk of business interrup- 
tion losses has been necessarily ex- 
perimental. At first no fixed rates 
were published’ and underwriters 
used their discretion in charging 
from one-half to three-fourths of the 
regular fire insurance rates. In one 
State the full building fire rate was 
used. It is clear that while the fire 
rate indicates the probable risk of fire 
loss to the property described, it is 
not a complete basis for measuring 
the time for which liability attaches 
under business interruption insur- 
ance. The two factors of (a) the 
probability of property loss by fire, 
and (b) the duration of business in- 
terruption are present. Considera- 
tion should be given to all conditions 
in the plant or business bearing on 
the probable length of a business 
stoppage, as well as to the number of 
months over which the insured states 
he desires compensation. About ten 
years ago a schedule of charges and 
credits was arranged to take care of 
the time factor under a schedule rat- 
ing system. Since then, charges for 
complicated machinery made only to 
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order, patented machines made 
abroad, machinery especially subject 
to damage, charges for conditions of 
process that are continuous and in- 
terdependent, and charges covering 
transportation conditions of time nec- 
essary for replacement in stock and 
in different types of construction 
have been applied in figuring the 
basis rates according to the length of 
time required. A power credit of ten 
per cent, for example, is allowed if 
there are two or more independent 
sources of power each of sufficient 
capacity to operate the plant and so 
located in reference to each other that 
both sources will not be normally 
subject to damage by the same fire. 
Average rates are then made without 
regard to the value of the building 
or section of a plant would have in 
stopping operation of the whole busi- 
ness. The application of schedule 
rating to business interruption lia- 
bility is justified on the same grounds 


that it is in any other field of under- 
writing. 


If a seasonal form, or short term 
of less than a year of this insurance 
is desired, the short rate table is not 
applicable in the same manner as in 
computing the premium on ordinary 
fire insurance. The short rate must 
be applied to the annual premium 
paid on the amount of insurance, and 
not to the annual rate per hundred 
dollars, in order that the premium in- 
come may be commensurate with the 
risk assumed. Let us assume that 
business interruption, or use and oc- 
cupancy insurance is written for a 
three months term, with a per diem 
recovery of $300, and that the annual 
rate is 60 cents, with 300 working 
days ; 300 « $200 = $60,000 for one 
year, and the premium at 60 cents 
would be $360 for a full year’s in- 
surance. At the short rate of 40 per 
cent of the annual premium, the three 
months premium would be $144. But 
by the usual method of taking the 
short rate, in this case 40 per cent, of 
the 60 cent annual rate, or 24 cents 
per hundred for three months, mul- 
tiplied by the $15,000 insurance, the 
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premium would be only $36. This 
would be an inadequate rate, for by 
placing insurance quarterly it would 
be possible for the insured in the 
course of a year to receive a full 
year’s insurance for $144, instead of 
$360, the correct annual premium. 


owe 


ROFITS and Commissions In- 

surance.—This is insurance 
against loss of profits, which the in- 
sured would have received on sale 
and/or delivery of the goods, if the 
sale and/or delivery had not been 
prevented, and the profits irretriev- 
ably lost on account of the fire. Profits 
and commissions insurance differs 
from business interruption, or use 
and occupancy insurance (1) in that 
it protects against the loss of net 
earnings on finished stock and mer- 
chandise for sale, which will be lost 
and cannot be regained, if the goods 
are destroyed; while business inter- 
ruption insurance covers buildings, 
machinery, equipment and profits on 
raw stock only in a manufacturing 
plant, or finished stock in process of 
sale in a mercantile risk, whose pro- 
duction or sale is prevented by fire; 
(2) profits insurance covers only 
against the loss of net earnings which 
would have been received but for fire, 
while business interruption insurance 
indemnifies for the loss of fixed 
charges, other unavoidable expenses, 
and profits; (3) both profits insur- 
ance on finished stock and business 
interruption insurance may be placed 
on a manufacturing plant, while 
only business interruption, or use and 
occupancy insurance should be used 
by a mercantile business. A mer- 
chant, who conducts no manufactur- 
ing processes, is considered as hav- 
ing no insurable interest in the way 
of profits on the merchandise that he 
has. Mere possession of merchandise 
does not entitle him to profits. There 
is a moral hazard involved in profits 
insurance and some companies in this 
country have refused altogether to 
issue it. Destroyed goods might be 
replaced and sales made with the new 
goods, thereby earning the same 
profit for which a profits policy has 
already indemnified the owner. On 
the other hand, a mercantile business 
may be interrupted so that the actual 
loss to the insured represents not only 
loss of profits on the goods destroyed, 
but also profits on other goods that 
would have been bought and sold. 
The loss must be from sales the mer- 
chant is prevented from making. It 
may be a small percentage of, or may 
be several times, the goods destroyed, 
and it depends upon how soon busi- 
ness operations can be resumed. A 
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policy that protects against interrup- 
tion of sales and the consequent loss 
of profits, but not profits insurance, 
is needed. 

Profits insurance covers the loss of 
profit which might reasonably have 
been anticipated from the sale of the 
goods destroyed. The owner may in- 
sure against loss of profits on goods 
that are manufactured and held for 
sale or that are sold and awaiting 
shipment, and may recover roughly 
the difference between replacement 
cost and current selling price with 
allowance for discounts. Some con- 
tract forms stipulate that the recov- 
ery shall be a dxed percentage of the 
selling price; others that it shall not 
exceed a fixed percentage of the 
amount of stock actually lost; and 
some merely provide for an adjust- 
ment in case of loss without naming 
any percentage for recovery.. A pol- 
icy of similar character is written to 
protect commission merchants and 
others with an insurable interest 
against the loss of commissions or 
profits on goods consigned to them, 
on the goods of others held for sale, 
or on goods sold but not delivered, on 
their own or other premises. 

Many different forms are used to 
meet the needs of varying business 
types for insurance of profits and 
commissions. A standard form has 
yet to be developed. Other forms 
limit liability to a fixed per cent of 
the amount of any order, that cannot 
be filled, or of the cost value of the 
stock, or to a stated per diem sum. A 
coinsurance clause, or other clause, 
may be included. 

DOD 


ENTS, Rental Value, and Lease- 
hold Insurance——Other forms 

of business interruption insurance, 
which are related in character and 
based upon the same principles, are 
rent, rental value and leasehold in- 
surance. Their purpose is to do for 
owners and other controlling prop- 
erties essentially the same thing as to 
loss of income that business interrup- 
tion insurance does for manufactur- 
ing and mercantile concerns. An 
owner of rented property loses the 
income from that property when it 
is rendered untenantable in whole or 
in part by fire damage. Under the 
same conditions an owner occupying 
his own property loses the value of 
such occupancy. He may also lose 
mortgage interest, as well as taxes 
and maintenance charges. Executors 
and trustees of estates comprised of 
rent-producing property may be pro- 
tected against the loss of rental val- 
ues by using rent insurance. A per- 
son has insurable interest in the way 
of rents in a property under any one 


of the following conditions: (a) if 
he owns the property and rents it to 
tenants under a lease by the terms of 
which the rent stops after a disaster ; 
(b) if he owns and occupies the 
property; (c) if he rents the prop- 
erty from his landlord under a lease 
by the terms of which the rents must 
continue even though the premises 
are made untenantable by fire; or, 
(d) if he rents the property from his 
landlord under a. lease by the terms 
of which he does not pay rent dur- 
ing the time the*premises are unten- 
antable, but the lease is not cancell- 
able by fire, and the rental value is 
greater than the rent called for by 
the lease, his insurable interest is 
measured by the difference between 
the entire rental value and the rent 
called for by the lease. 


Rent insurance protects against 
loss from cutting off the rent. or 
rental value during the time the 
premises are untenantable. A dis- 
tinction is made between “rent” and 
“rental value.” “Rent” is the amount 
paid by a tenant for the use of prop- 
erty, and insurance against the loss 
of rents indemnifies in case the build- 
ing, or any part of it, is rendered un- 
tenantable by fire and actual loss of 
rent ensues; and if portions of the 
building are untenanted there is no 
actual loss of rent on them and hence 
no insurance claim. “Rental value” 
is the value of the premises as rented 
property, whether occupied by the 
owner, or by a tenant, or is vacant at 
the time of a fire. Rental value in- 
surance indemnifies the insured for 
the loss sustained from the building 
(which he occupies) becoming un- 
tenantable by fire ; and insurance may 
be extended to cover it, if unoc- 
cupied. 

Leasehold, or leasehold interest, in- 
surance protects the lessee against 
direct financial loss due to termina- 
tion of his lease of a building. A fire 
that results in cancellation of a lease 
will cause a loss to the lessee, (a) 
who occupies premises under a lease 
made at lower rental than the going 
rate for similar premises, (b) who 
has sublet at a profit, or (c) who is 
obligated to pay rent even though 
the premises are rendered untenant- 
able by fire. In any of these circum- 
stances there exists an insurable in- 
terest, which is justly protected by 
insurance. A related type of insur- 
ance is ground-rent insurance which 
indemnifies the owner of land under 
lease against loss of ground rents by 
reason of fire damaging or destroy- 
ing the building on the land. The 
amount of insurance equals the esti- 
mated value of the annual income 
from the ground rent. 





Insurance In France 
(Continued from Page 24) 


its reserves the extent of its security 
to its policyholders per 100 dollars 
of insured value is equivalent to 96 
cents as against 140 cents in the Mu- 
tual. 

Dosa 


HILST the direct saving in 

premium charges is tremend- 
ous, the saving in losses is also 
equally important. If the losses in 
the Mutual Companies had been in 
the same proportion as in the Stock 
Companies they would have amount- 
ed to an additional thirty million 
francs in the two years under re- 
view. This is simply staggering 
when we recollect that hail must fall 
on the Mutual farms just as on the 
farms insured in the Stock Com- 
panies, and I understand that all the 
policies are similar in scope. What 
is the explanation for this serious 
disproportion in the losses under the 
two systems? It may be that the 
Stock Companies charge to losses, 
amounts that properly belong to ex- 
penditure. Or, it may be that the 
Stock Companies have a proprietary 
interest in their re-insurance com- 
panies to which they may be paying 
too generous a rate. A baker would 


not quibble about the price he paid 


for his flour if he owned the mill 
that supplied it. All this, of course, 
is sheer speculation suggested by the 
recent public boast of a leader of 
American Stock Insurance that the 
pulsating force driving them was 
profit. The same force is thrilling 
the Managers of French and English 
Stock Companies. 


It must be acknowledged by the 
most eager stockholder that it is more 
economical to insure in a well and 
cleanly managed Mutual Office than 
under the Stock system, but, it is 
asked, is the premium payable fixed 
and final? It is as fixed and final as 
sound insurance can make it. We 
have seen that every franc of insured 
property against damage by hail in 
I'rance is more securely guarded fi- 
nancially under the Mutual System, 
examined by any actuarial test that 
can be applied, than in the Stock 
Companies. And who are the men 
who control the Mutual Companies? 
I have looked through the names of 
their Councils of Administration. 
They are all practical agriculturists. 
Men who own their farms. Men 
with an intimate knowledge of the 
risks. Not financial manipulators in 
Paris, Berlin, Rome or London who 
are merely concerned in what profit 
they can make out of the French 
farmers, 
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TOCK Insurance Companies in 
France are often referred to as 
Companies with fixed premiums 
whilst the payments to Mutual Com- 
panies are termed “cotisation.” The- 
oretically this term does not imply 
permanent fixity because it is sus- 
ceptible to variation accordng to the 
results of the year. If the premium 
has been too high there is a rebate 
at the end of the year. If it has 
been too'low there is an extra charge. 
In practice, M. Sumien states, the 
cotisation of the Mutual Companies 
is as fixed, and can always be as 
fixed, as the premium of the Stock 
Companies, that is to say, that no 
additional charge need ever be made 
and, as a fact, none is made. But 
the perpetuation of the term in 
French statistics has been encour- 
aged by the Stock Companies as an 
excellent form of propaganda and 
the Mutual Companies remain un- 
concerned about it. They may pre- 
fer the term “cotisation” because it 
suggests a rebate. The premium of 
the Stock Companies is only as fixed 
as their finances permit. There are 
Mutual Companies in France as 
there are in America relatively in a 
stronger financial position than the 
most flourishing of the Stock Com- 
panies. Stock and Mutual Compan- 
ies provide their financial security to 
policyholders in the same way. I 
note that an offical of an American 
Stock Company Propaganda Society 
states that the premium rate payable 
by the insured must be high enough 
“to establish adequate reserves and 
surplus to afford the greatest safe- 
guard to policyholders. No other 
consideration will suffice.’ In a 
Stock Company these adequate re- 
serves and surplus become the prop- 
etty of the stockholders and the in- 
terest thereon augment their divi- 
dends. The old cry of the safeguard 
of the share capital is now abandoned 
and the security of the insured is 
rightly stated to be in the careful 
husbanding of the premium. “No 
other consideration will suffice.” 
Precisely the same method of ensur- 
ing safety is practised under the 
Mutual system with the vital quali- 
fication that the adequate reserves 
and surplus remain the property of 
the insured whilst the interest there- 


on is utilized to lower the premium 
rate. 


The Mutuelle Générale of France 
made a loss of over a million francs 
in respect of motor insurance in 
1925. Some Stock Companies also 
made a loss in the same department 
but concealed it in their general ac- 
counts. The Mutuelle Générale, 
however, declared its net underwrit- 
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ing loss of a million francs. Accord- 
ing to one exponent of Insurance in 
New York “it may readily be seen 
that as a Mutuall Company has no 
capital its methods of obtaining 
funds to make up loss deficits must 
be through the medium of assess- 
ments.” The grotesque character of 
this construction of Mutual Insur- 
ance “may readily be seen” by the 
fact that the interest on the reserve 
fund of the Mutuelle Générale 
amounted to four million francs. 
Without one franc of share capital 
its financial position is unassailable 
and its “cotisaton” is as fixed as the 
premium of any New York Stock 
Company. 
20° 


HE Stock Company Propagand- 

ist to whom I have already re- 
ferred also states that the fact that 
the Stock Companies transact a big- 
ger business than the Mutual Com- 
panies is in itself evidence of the 
better value provided by the Stock 
Companies. This is an obvious fal- 
lacy and known as such to every In- 
surance Manager the world over. 
The Stock Companies in France do 
a bigget business in Hail Insurance 
than the Mutuals, but I have shown 
to the satisfaction, I hope, of the 
meanest intelligence that the insur- 
ance value they give to the French 
farmers is immensely inferior. Even 
discerning men of business who 
rightly seek to secure full value for 
money and shirk no enquiry, how- 
ever intricate, into the general man- 
agement of their affairs, are often 
indifferent in the vital matter of 
their insurances, both of life and of 
property. In some statistical tables 
I have published in this country I 
have shown that one office for pre- 
cisely the same fixed and definite 
contract and for the same money will 
give 22% more insurance than an- 
other Office and the poorer Office 
has over five times as many Contracts 
of this kind than the Office giving 
the 22% better value. This amaz- 
ing fact is a conspicuous feature in 
the insurance life of France and 
England. In England and France 
some of the Offices showing the 
poorer results do the vastly bigger 
business, clearly indicating a lack of 
insurance knowledge on the part of 
the public. But there are indications 
everywhere, like a silver lining in a 
cloud, that the public are gradually 
gaining a grip of the position. 

M. Bégault, the distinguished Bel- 
gian Actuary, declared at the Inter- 
national Congress of Actuaries held 
in London in June last that the two 
indispensable bases to the progress 
of civilization were the confidence of 
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the people in the future and the re- 
spect of Mutual undertakings. Ac- 
tuarial Scince, he said, could not ex- 
ist in practice without these two es- 
sential condtions. Mutual under- 
takings are respected in France but 
the driving force of Stock Insurance 
is undermining the public confidence. 


owoea> 


Aviation Insurance 
(Continued from Page 22) 


“shoe string,” joy hopping, local 
operators) when every state adopts 
legislation similar to the Air Com- 
merce Act or requires all pilots and 
operators to comply with the Fed- 
eral governments regulations. 
The inspections of the govern- 


ment, however, do not go far 
enough, from the underwriters 
standjoint. Those familiar with 


marine insurance will recall| the 
constant dependence of risk takers 
on the classifications found in 
Lloyds Maritime Register. This 
is necessary despite the fact that 
the federal government periodically 
examines all American merchant 
ships. They are examined but not 
classified from the underwriters 


viewpoint. 
QOS 


HE American Bureau of Ship- 

ping has undertaken to fill this 
gap. On January 25, 1927, at its 
annual meeting, its President was 
authorized to enter the American 
Bureau of Shipping in the Inter- 
national Aviation Alliance at pres- 
ent composed of the British Cor- 
poration for the Survey and Regis- 
try of Shipping, Registero Italiano, 
Imperial Japanese Marine Corpo- 
ration, Bureau Veritas and Ger- 
manischer Lloyds. A Committee 
on Aircraft was appointed to in- 
vestigate the question of classify- 
ing aircraft. This committee has 
been at work, attending interna- 
tional meetings and sounding out 
the attitude of the aircraft under- 
writers toward such a_ venture. 
One difficulty on the latter score 
has been the fact that most of the 
underwriters have “only one foot 
in the market” and, as yet, do not 
feel vitally interested in projects 
that look toward continued exten- 
sive expenditures. The first vol- 
ume of the “Aircraft International 
Register” is to be published by the 
Bureau Veritas (the French classi- 
fication society) and is scheduled 
to appear sometime in 1928. It is 
safe to hope that this valuable ref- 
erence will eventually do much to 
promote sound aviation insurance 
in the United States. 
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Such a service can do much that 
the government cannot do. The 
work of the latter must always be 
confined, more or less, to those ac- 
tivities that are directly concerned 
with the public good. The govern- 
ment can set up standards—for 
instance—but cannot indicate just 
which are preferable. The same 
applies to aircraft. The impor- 
tance of this question of classifica- 
tion can readily be seen when we 
recall that there are more aircraft 
factories in the United States to- 
day than there are automobile fac- 
tories. The former are much 
smaller it is true but the year 1928 
will find many of them maintaining 
a one plane per day output. 


Much rejoicing has been in- 
dulged in over the passing of the 
old “Jennies” (the war training 
planes which the military services 
have officially discarded and 
burned in a number of spectacular 
funeral pyres). The conditions 
present during the hey-day of the 
Jennies were no worse than will 
result from careless inspection and 
hurried acceptance of much of the 


newer output. This emphasizes 
the importance to the underwriter 
of the American Bureau of Ship- 
pings proposals but makes impera- 
tive for the public welfare that the 
inspection activities of the Depart- 
ment of Commerce Aeronautics 
Branch be facilitated by ample and 
regular appropriations. 

From the underwriters view- 
point it would also be most desira- 
ble to have the pilots classified or 
graded. It will be recalled that 
this was one of the first activities 
of the now defined National Air- 
craft Underwriters Association. At 
the present time the underwriters 
have a rule of thumb method which 
will become more and more inade- 
quate as the number of applications 
increase. The pilot to be used must 
submit his “number of hours in the 
air” and these must mount well up 
into the hundreds before the under- 
writer will give further consider- 
ation to the proposal. Lloyds of 
London have undertaken a pilot 
register as well as an aircraft reg- 
ister and it would be most desira- 
ble if the American Bureau of 
Shipping would do likewise. 


BITS OF WIT 


Seen Elsewhere 
If an S and an I, and an O and a U, 
With an X at the end spell SU, 
And an E and a Y and E spell I, 
Pray what is a speller to do? 
Then if also an S and an I anda G 
And an H E D spell side, 
There’s nothing much for a speller to do 
But go and commit siouxeyesighed. 


Description 
May—‘“What does she look like?” 
Belle—“She’s got a face that looks as if 
a plastic surgeon started to lift it but was 
interrupted.”—Judge. 


Professor—“If a person in good health, 
but who imagined himself sick, should 
send for you, what would you do?” 

Medical Student—“Give him something 
to make him sick and then administer an 
antidote.” 

Professor—“Don’t waste any more time 
here. Hang out your shingle.” 


Force of Habit 
I went into a cigar store and purchased 
a cigar lighter and the clerk tossed me a 
couple of packets of matches with it. 


Horse Sense 

Hiram Snickleby, a New England horse 
dealer, sold a horse to an expressman, 
who, however, returned in a day or two 
with the statement that he was not exactly 
satisfied with his deal. He was asked the 
reason for his dissatisfaction. 

“There’s only one thing I don’t like 
about this mare,” he said. “She won't 
hold her head up.” 

“Oh, that’s only her silly pride,” ex- 
claimed Hiram. “She will when she’s 
fully paid for.”—Judge. 





“When does the 5:30 train leave?” 
shouted a belated passenger bursting in 
at the station door. 

“Five-thirty,” replied a porter. 

“Weli, the postoffice clock is 28 min- 
utes past five and the town hall clock is 
32 past. Which am I to go by?” 

“Ye can go by any clock ye want, but 
you can’t go by the train, because it’s 
gone.” 


And So On 

From Peter Arno comes the yarn about 
the illiterate darky lad who applied for a 
job at a farm and was assigned to count- 
ing sheep. He opened the gate to let them 
file out, and began counting in this man- 
ner: 

“One, two, three, four, five, six, sebben, 
eight, nine, ten—er—er—er—another, an- 
other, another.’—New York Graphic. 


All About the Picture 

“You ought to go and see that film, 
dear. It’s wonderful.” 

“All right, I'll go tomorrow night. What 
is the film?’ 

“Well, it’s Something-or-Other about 
Love, and——” 

“Who are the stars?” 

“Well, the man is Richard What’s-his- 
name, and the heroine is—oh, you know, 
the tall blonde that was divorced last win- 
ter from that—oh, that comedian, you 
know. That is, maybe he isn’t a comedian, 
but you know the one I mean.”—Kansas 
City Star. 


Profit Sharing 
“Dear Father,” wrote the college stu- 
dent, “would it be presumptuous to ask 
for five dollars of the money you received 
in ‘Bright Sayings of the Baby’ contests 
when I was a child?” 


Masonry vs. Fire 
(Continued from Page 8) 


fore not be regarded as being in any 
sense a comparative fire test of safes, 
but rather one to determine the fire 
exposure conditions for such devices. 
It is expected that the test will yield 
data among others on the following 
points : 


(1) the rapidity of spread of fire in open 
joisted buildings of the type tested; 

(2) the rate of temperature rise and 
maximums obtaining before the in- 
terior construction collapsed as meas- 
ured by thermocouples within mount- 
ings of size comparable with those 
employed for furnace temperature 
measurements in fire tests; 

(3) the extent to which the rapid temper- 
ature rise produced explosive open- 
ings of safes as has been experienced 
in some fires ; 

(4) the time the safes dropped, this to 
be considered in comparison with the 
one-half hour or one hour duration 
of fire test before impact drop in the 
standard procedure for testing safes; 

(5) the effect of the drop on the safe 
structure, and also the effect of im- 
pact from falling brick walls and 
similar heavy objects, this to be con- 
sidered in comparison with the effect 
of the 30-foot drop on brick rip-rap 
in the specification test for safes; 

(6) the effect on safe and contents of 
being covered, partly covered or in 
contact with the hot debris after the 


fire; 

(7) the percentage of safes involved that 
were fully covered, partly covered, in 
contact with, or clear of the hot 
debris ; 

(8) air temperatures above the debris, 
this having a bearing on exposure to 
safes, and to party and fire walls; 

(9) temperature in the debris until cool- 
ing down, a matter of several days; 

(10) effect of the fire in producing col- 
lapse of building details such as en- 
closing walls and metal roof cover- 
ing, the protection afforded neighbor- 
ing buildings by these details and 
general hazard to surroundings cre- 
ated by the fire. 


It might be added that the test 
created little hazard to the surround- 
ing buildings with the weather condi- 
tions present. The temperature on 
the exposed wall of a temporary 
wooden shed located 110 feet from 
the burning buildings in a position to 
receive the maximum effect from 
radiated heat was apparently well be- 
low the ignition point for wood. The 
column of hot gases rose so as to 
easily clear all surrounding buildings 
in its path. The only building that it 
might have affected was the Post 
Office Department building whose 
tower is of considerable height. How- 
ever, the mild breeze present bore the 
column in a different direction. The 
test was marked by almost total ab- 
sence of brand production. This 
might be owing to the general char- 
acter of the contents consisting as 
they did of no lighter material than 
gne inch boards as well as to the ab- 
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sence of wind. The steel roofing on 
the buildings functioned acceptably 
in the period 15 to 30 minutes in 
forcing exit of the hot gases mainly 
through the window openings thus 
preventing a decided chimney effect. 
The tie rods through the side walls 
above the roof line apparently de- 
layed major collapse of walls until 
the fire was a little past maximum in- 
tensity, when their fastenings pulled 
through the masonry. All walls fell 
outward caused by expansion near 
the inner surface from the fire. A 
similar effect has been observed in 
fire tests of unrestrained walls, al- 
though with 12-inch thick walls 11 
feet high or 8-inch walls of similar 
height stiffened with pilasters 8 
inches thick, the deflections developed 
were not large enough to cause col- 
lapse. 
& & af 


Editorial 


(Continued from Page 18) 


Moreover, for the policy-holder, 
it has this distinct advantage—he 
reaps the full benefit of a conserva- 
tive prevision. When the cost 
estimated upon the basis of previ- 
sion proves by any margin greater 
than was necessary his proportion 
of that margin is remitted to him. 
He has enjoyed the full protection 
against the carefully calculated 
risk, but, in the end, he pays no 
more for it than the actual events 
demand. Thus he has an insur- 
ance both sound and honest. 


OR a convincing elaboration of 

this theme from various angles 
of approach we refer you to the 
signed articles appearing in the 
Journal. No magazine in the coun- 
try is interpreting the scientific as- 
pects of insurance for the lay mind 
as authoritatively and interestingly 
as the one you hold in your hands. 


Casualty Re-Insurance 
(Continued from Page 26) 


pany certain inadequacies in the pro- 
cedure followed in their own office in 
the establishment of claim reserves. 


Losses and loss expenses actually 
paid by the ceding company and prop- 
erly chargable to the reinsurer are 
reported monthly on a “loss border- 
eau”, which contains information 
necessary for accounting purposes, 
and enables the claim department of 
the reinsurer, upon reference to the 
treaty and the premium bordereaux 
to verify the fact that the amounts 
charged have been properly deter- 
mined. 
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The Account Current. This ac- 
count is generally rendered, as in the 
case of bordercaux, within 20 days 
after the close of the month in which 
the business reported was placed on 
the books of the ceding company. In 
case of small accounts, quarterly or 
even yearly reportings are sometimes 
provided for. 


Normally the account comprises a 
recapitulation of the reinsurer’s share 
of the premiums written and the 
losses paid by the ceding company in 
the previous month with due allow- 
ance for commissions granted by the 
reinsurer to the ceding company. The 
treaty stipulates a date on or before 
which the account is to be paid. This 
provision varies, but in no case is the 
ceding company permitted to take 
more than 75 or 80 days in which to 
pay the account as otherwise the re- 
insurer might be obliged to charge 
off a portion of these outstanding 
premiums as a non admitted asset (in 
accordance with the Insurance De- 
partment ruling making premiums 
over 90 days due a non admitted 
asset). 


It is of course essential that in all 
cases the reinsurer verify the fact 
that the monthly acount is absolutely 
consistent with the supporting ad- 
vices, namely the premium border- 
eaux (or “statement of reinsurance” 
where bordereau is not required) 
and loss bordereaux. 


In Massachusetts 
(Continued from Page 6) 


committee report to either the house or 
senate was decidedly and emphatically 
against the need or necessity for any in- 
vestigation of the fire insurance business. 
The house, which had heard none of the 
testimony one way or the other, refused 
to credit the joint committee report and 
voted to substitute a bill for an investiga- 
tion. The senate, believing the committee 
which had heard all the evidence was the 
best judge of the necessity for any investi- 
gation, voted to sustain the committee 
report, only three Boston senators oppos- 
ing. 

This ends the matter so far as 
the present legislative session is 
concerned. 


A Short Circuit. 

Wife: “Wire you insulate? Watts the 
matter ?” 

The other 50 per cent: “Fuse where I 
was you'd be late, too.” 

Wife: “This is positively shocking. If 
it happens again, I'll get a switch and 
socket to you. I conduit, too—N. Y. C. 
Magazine. 


Quick on the Trigger 
A rapid girl is Katie Bower, she can say 


good night 
Times-Union. 


within an. hour.—Florida 
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to a competent, prudent 
and conservative execution 
of its business for the pur- 
pose of obtaining the greatest benefits 


for its policy-holders and as its contribu- 
tion to a continuance of the present 
high regard for the principles of mutual 


insurance. 


HARDWARE MUTUAL CASUALTY CO. 
STEVENS POINT, WISCONSIN 
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Bostuw, Massachusetts 
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Twin Mutual Group 
Grain Dealers Mutual Fire 
Insurance Company 
Automobile Mutual Fire 
Insurance Company 
Automobile Mutual Liability 
Insurance Company 
Beacon Mutual Fire 
Insurance Company 
An organization of Massachusetts Mutual In- 
surance Companies associated under one man- 


agement and devoted to reducing insurance 
costs. Dividends 20% to 25%. 


Twin Mutual Group 


211 Congress Street 


Boston, Mass. 


A. Shirley Ladd, Secretary 
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Factors of Safety 
In “L-M-C” Casualty Insurance 


es Fe 


“I.-M-C” is notable as a casualty insurance carrier for those 
factors which safeguard the soundness of the indemnity offered. 
A brief resume of the following important factors discloses the 
strength of the “L-M-C” organization, as well as the advantageous 
position in which its policyholders find themselves: 


It is well managed. 
It has paid every just loss fairly and promptly. 


It has cash assets of over $6,500,000.00 and a net cash surplus 
of over $1,200,000.00. 


It has legal reserves of over $4,500,000.00. 


It charges a premium rate adequate to pay all losses and ex- 
penses, and returns to policyholders or retains for their ben- 
efit in its reserves and surplus that portion of their premiums 
not needed for the payment of losses and expenses. Divi- 
dends returned to policyholders exceeded $1,000,000.00 in 
1927 alone. 





It has paid in losses and returned to policyholders in dividends 
over $20,000,000.00 since organization. 


Lumbermens Mutual Casualty Company 
JAMES S. KEMPER, President 


Pantheon Building Chicago, U. S. A. 
- AUTOMOBILE BURGLARY COMPENSATION 
PLATE GLASS PUBLIC LIABILITY 


Associate Company 


unde apciate, Company t AMERICAN MOTORISTS INSURANCE COMPANY 














